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Strategic report

Business revicw

CARE Fertility Group Limited (‘the Company") is a subsidiary of the Rachel Topco Limited (formerly Care Fertility
Holdings Limited) group (‘the Group'). The Group’s Key Performance Indicators are Earnings Before Interest, Tax,
Depreciation and Amortisation (‘EBITDA”), clinical success rates and the growth in fresh and frozen IVF cycles.

ERITDA, including joint ventures and excluding exceptional charges, for the Company and its subsidiarics (‘the
CARE Fertility Group®) was £8,076,000 (2018: £7,094,000). The latest publicly available clinical success rates and
cycle information can be found on HFEA website.

Risk management

The Group is one of the UK’s largest independent fertility healthcare groups and employs a leading team of fertility
specialists in the UK, with strong industry links in the UK and overseas. This breadth of resource helps to limit and
diversify away from any single individual trading risk.

As a provider of healthcare services, management of clinical risk is extremely important, and the Group has in place
a formal risk management policy together with a robust, multi-professional clinical governance policy and programme
which ensures that the care of the patient is central to all activities. The Group approaches clinical risk management
in many ways including:

- Continuous review of patient outcomces and sharing best practice across the Group to achieve quality
improvement including but not limited to clinical pregnancy success rates;

- Recruitment and retention of a highly skilled and qualified team of medical consultants, embryologists and
nurscs across the Group;

- Peer reviews are undertaken across all disciplincs to ensure compliance with Group policies and protocols;

- All treatments undertaken by the Group are performed under a licence issued by the independent regulator, the
Human Fertilisation and Embryology Authority (HFEA). The Group works closely with the HFEA in order to
ensure that all clinics comply with its regulations and those of other regulatory bodies such as the Care Quality
Commission;

- Compliance with guidelines laid down by profcssional bodies such as the Royal College of Obstetricians and

Gynaecologists, the Association of Clinical Embryologists, the British Fertility Society and the National Institute
for Clinical Excellence;

- Maintenance of a robust incident reporting system to ensure that all issues and complaints arc thoroughly
investigated with an open, no-blame and learning culture.

As a leading provider of fertility services, the Group works hard 1o maintain its position at the forefront of technical
advances in the field to continue to offer its patients the most appropriate trcatment and the best chance of a successful
outcome. Across the Group multi-discipline teams undertake projects 1o develop best practice and explore new
treatments working closely with experts from around the world and forming strategic rélationships with key suppliers.

Although there is national guidance from the National Institute for Ciinical Excellence covering the public funding of
infertility treatment, the actual provision of funding across the UK can be variable. The Group mitigates this risk by
securing contracts with NHS commissioning bodies and offering private and NHS funded patients the same high
standard of care.
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Strategic report (continued)

The Group makes little use of financial instruments other than an operational bank account and short-term treasury
deposits 50 its exposure to price risk, credit risk, liquidity risk and cash flow risk is not material for the assessment of
the assets, liabilities, financial position and profit or loss of the Group.

As with any Group there is a risk of general or specific adverse trading conditions. The Group regularly reviews its
trading results and updates its forecasts to ensure it has sufficient headroom within its secured facilities to
accommodate reasonable fluctuations in outturns,

Subsequent to the year end, COVID-19 has had a significant impact on our business. The directors continue to monitor
this risk with the priority focus on the wellbeing of our staff and our customers. As explained in the directors’ report
on going concern and events since the balance sheet date, the Group has positioned itself well to navigate any further
impacts of COVID-19 on its operational and financial performance.

Signed on behalf of the directors

D Busbor

DB Burford
Director

Approved by the directors on 29 July 2020
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Directors’ report

The directors present their report and the financial statements of the Care Fertility Group Limited (‘the Company’)
and its subsidiaries (‘thc CARE Fertility Group') for the year ended 31 August 2019.

Principal activities

The principal activities of the CARE Fertility Group remain the provision of fertility healthcare services and the
Company is an investment holding company.

Results and dividends

The profit for the year, after taxation, amounted to £2,307,000 (207/8: £2,925,000). The directors have not
recommended payment of a final dividend (2018: £nil).

Directors

The directors who served the Company during the year and to the date of this report were as follows:

Dr SB Fishel

Mr DB Burford

Mrs A Campbeil

Mr PD Brame - appointed 4 April 2019

Mr NMI Robertson - resigned 30 September 2019
Mr MKP Grassby - resigned 10 May 2019

Mr D Torbet - resigned 10 May 2019

Dr K Dowecll - resigned 10 May 2019

Disabled employees

The CARE Fertility Group considers applications for employment from disabled persons where the candidates’
particular aptitudes and abilitics are consistent with adequately meeting the requirements of the job. Opportunitics arc
available to disabled employees for training, carcer development and promotion. Where existing employees become
disabled it is the Group policy to provide continuing employment wherever practicable in the same or an altemative
position and to provide appropriate training to achieve this aim.

Employee involvement

Employees are encouraged to present suggestions and views on the performance of the CARE Fertility Group. Regular
meetings are held between management and employees 10 allow a free-flow of information and ideas.

Going concern

The CARE Fertility Group’s business aclivities, together with the factors likely to affect its future devclopment,
performance and position arc sct out in the Strategic Report on pages 2 to 3. The risk management section of the
Strategic report and note 1 include a description of the Group's policics and processes for managing its capital, dctails
of its financial instruments, and ils cxposurc to credit risk and liquidity risk.

The CARE Fertility Group is part of the Rachel Topco Limited trading group (‘the Group’), which in turn is part of
the CARE Fertility Holdings Limited (previously Royton Topco Limited) group (the ‘Parent Group®’). The CARE
Fertility Group is reliant on group financing facilitics continuing to be made available by Rachel Topco Limited.
Rachel Topco Limited has agreed to provide sufficient funds to the CARE Fertility Group to enable it to meet its
liabilities as they fail due, but only to the extent that moncy is not otherwise -available to you to meet such liabilities,
for a period of at least 12 months from the date of signing of these financial statements.

The Board of the Parent Group has considered the impact of the ongoing COVID-19 sitation. During the 6 months
to February 2020 the trading operations of the Parent Group were experiencing increased demand leading to year on
ycar revenue growth for that period. As the UK went into lockdown as a result of co-ordinated government action to
slow the spread of COVID-19 our clinics were forced to close. The resulting closure led to 13 weeks of materially
reduced revenues, although operational costs were reduced by accessing government support through furloughing
some stafl, claiming business rate relicf and deferring certain tax payments. On ! May the government announced its
intenticn that the IVF sector could reopen; this was followed by the HFEA issuing guidance and reopening criteria on
11 May. The trading operations of the Parent Group were then amongst the first to comply with this guidance and
subscquently reopened on 12 May. Demand since reopening has been positive albeit not yet back to pre-lockdown
levels. 1t remains too early to ascertain the overall impact on our full year 2020 revenue and profitability.
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Directors’ report (continued)

Going concern (continued)

As of 31 August 2019, the Parent Group was funded by a £73m Senior Facilities Agreement (‘SFA’) which was
entered into on 8 April 2019. 1n the period just prior to the lockdown the Parent Group secured access to the remaining
£4m of its Revolving Credit Facility which provided significant liquidity for the Parent Group such that no
redundancies or other structural changes were required. The reduction in earnings as a result of COVID-19 could
have led to a breach of the SFA agreement, i.e., by not meeting covenant compliance targets. Howcver, on 22 June
2020 the Parent Group secured a revised financing package with its lenders mitigating the risk of any such potential
breach.

Key amendments to the SFA included a revision to future covenant testing up to and inclusive of the period ending
31 August 2021, the renegotiation of specific financing terms, and specific conditions associated with future access
to the Acquisition Facility. In addition, a waiver of all technical breaches associated with the impact of COVID-19
was granted,

The Board has performed a numbcr of stress tests to assess the Parent Group’s ability to continue as a going concern
for a period of at least 12 months from the date of approval of these financial statements, with a focus on 1) the
sufficiency of liquidity to fund opcrations, and 2) whether the Parent Group is forecast to be in compliance with these
amended covenants.

The directors have prepared forecasts for the Parent Group covering a period through to 31 August 2021. These
forecasts reflect an assessment of current and future market conditions and their impact on the Parent Group's future
profitability and cashflows. The forecasts have been sensitised for a reduction in revenue to the ¢nd of the review
period (varying both the steepness of the decline and the length of the recovery phase towards more normal levels of
activity) with the impact on profitability and cash flow considered, net of certain expected cost savings given the
reduced volumes. The forecasts have also been reverse stress tested with some further cost mitigations, each within
the control of the business. The Board has already introduced a reduction in overhead spending and short-term capital
investment in order to conserve cash.

In the most severe but plausible scenario forecasted, the Parent Group would stil) have sufficient profitability to meet
its bank covenant requirements and would retain sufficient liquidity to fund operations.

In the reverse stress tested scenario, based on a 18% reduction in revenue for the 12-month outlook period (compared
to the Group’s COVID-19 adjusted basc forceast), the Parent Group would need further mitigating action such as
reducing overhead spend permanently and delaying development and capital expenditure. Should it become apparent
that trading performance is being affceted for a prolonged period, the directors will undertake a further review on
discretionary expenditure and capital investment to protect the Parent Group's position.

Having considered all the above, including the Parent Group’s current financial position and its willingness to provide
financial support to the CARE Fertility Group as needed, the directors remain confident in the long-term futurc
prospects for the CARE Fertility Group and its ability to continue as a going concern for the foreseeable future and
thercfore continue to adopt the going concern basis in preparing the financial statements.

Events since the Balance Sheet date

The impact of COVID-19 has created uncertainty as (o the outlook for the remainder of the financial year and it is still
too early to ascertain the impact this may have on our full ycar 2020 revenue and profitability. To date, there has been
a significant impact on revenue given the UK government’s requirement to suspend our business operations as the
UK went into lockdown on 23 March, a position we agreed with to protect the health, safety and wellbeing of
employees and customers alike. This resulted in the gradual winddown to closure of our clinics by 15 April, which
we were since able to re-open for business as of 12 May, with protective measures to keep our employees and
customers safe. v

However, should a further outbreak of COVID- 19 result in further restrictions on our ability to operate in some or all
of our locations, the dircctors will undertake a further review on discretionary expenditure and capital investment to
protect the Group’s liquidity and debt compliance position.

In considering the ongoing impact of COVID-19, the Group will, as part of its usual reporting process, conduct
impairment reviews across all cash generating units. The process will be .informed by any impact arising from
challenging trading environments and macro-economic weakness, exacerbated by the uncertainty created by
COVID-19.
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Directors’ report (continued)

Events since the Balance Sheet date (coniinued)

There is the potential should the impact of COVID-19 persist, for write down of fixed assets (goodwill, intangibles,
tangible asscts and investments) alongside increases in bad debt provisions and debt write offs should customers enter
financial difficulty. In response 10 the risk of increased debt write offs the Group is performing a review of its cash
collection processes with the resultant actions being to collect all but NHS debts in advance of treatment.

Disclosure of information to auditor

The directors who held office at the date of approval of this directors’ report confirm that, so far as they are each
aware, there is no relevant audit information of which the Company’s auditor is unaware; and each director 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 auditor is aware of that information.

Auditor

Pursuant 1o section 487 of the Companies Act 2006, the auditor will be deemed to be reappointed and Ernst & Young
LLP will therefore continue in office.

By order of the board

D Busker

DB Burford
Director

Approved by the directors on 29 July 2020
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Statement of directors’ responsibilities in respect of the annual report and
financial statements

The directors are responsible for preparing the strategic report, the directors® report and the financial statements in
accordance with applicable law and regulations.

Company law rcquires the directors to prepare financial statements tor cach financial year. Under that law they have
elected to prepare the Group and parent Company financial statements in accordance with UK accounting slandards
and applicable law (UK Generally Accepted Accounting Practice), including FRS 102 The Financial Reporting
Standard applicable in the UK and Republic of Ireland.

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

& sclect suitable accounting policies and then apply them consistently;
-+ make judgements and estimates that are reasonable and prudent;

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

o assess the Group and parent Company’s ability to continue as a going concern, disclosing, as applicable, mattcrs
related to going concern; and

¢ use the going concern basis of accounting unless they either intend to liquidate the Group or the parent Company,
or to cease operations, or have no realistic alternative but to do so.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
parent Company’s transactions and disclose with reasonable accuracy at any time the financial position of the parent
company and cnable them to ensure that its financial statements comply with the Companies Act 2006. They are
responsible for such intemnal control as they determine is necessary to enable the preparation of financial statements
that are freec from material misstatement, whether due to fraud or error, and have general responsibility for taking such
steps as are reasonably open to them to safeguard the assets of the Group and to prevent and detect fraud and other
irregularities.

The directors are responsible for the maintenance and integrity of the corporate and financial information included on
the Company’s website. Legislation in the UK governing the preparation and dissemination of financial statements
may differ from legislation in other jurisdictions.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CARE FERTILITY
GROUP LIMITED

Opinion

We have audited the financial statements of CARE Fertility Group Limited (*the parent company’) and its subsidiaries
(‘the group®) for the year cnded 31 August 2019 which comprise the Consolidated profit and loss account, the
Consolidated statement of other comprehensive income, the Consolidatcd and Company balance sheets; the
Consolidated and Company statements of changes in equity, the Consolidatced cash flow statement and the related
notes 1 to 28, including a summary of significant accounting policies. The financial reporting framework that has been
applicd in their preparation is applicable law and United Kingdom Accounting Standards including FRS 102 “The

Financial Reporting Standard applicable in the UK and Republic of Ireland” (Unitcd Kingdom Generally Accepted
Accounting Practice).

In our opinion, the financial stalements:

e give a true and fair view of the group’s and of the parent company’s affairs as at 31 August 2019 and of the
group's profit for the year then ended;

s have been properly prepared in accordance with United Kingdom Generally Accepted Accounting Practice; and

»  have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK)) and applicable law,
Our responsibilities under those standards are further described in the Auditor’s responsibilities for the audit of the
financial statements section of our report below. We are independent of the group and parent company in accordance
with the cthical requirements that are relevant to our audit of the financial statements in the UK, including the FRC’s
Ethical Standard, and we have fulfilled our other ethical responsibilities in accordance with these requirements.

We believe that the audit cvidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Emphasis of matter

We draw attention to notes | and 28 of the financial statements, which describe the economic and operational
consequences the company is facing as a result of COVID-19 which is impacting customer demand, profitability and
liquidity, together with personnel being able to access offices. Our opinion is not modified in respect of this matter.

Conclusions relating to going concern

We have nothing to report in respect of the following matters in relation to which the ISAs (UK) require us to report

10 you where:

¢ the directors’ use of the poing concern basis of accounting in the preparation of the financial statements is not
appropriate; or ,

o the directors have not disclosed in the financial statements any identificd material uncertainties that may cast
significant doubt about the group’s or the parent company’s ability to continue to adopt the going concern basis
of accounting for a period of at least twelve months from the date when the financial statements are authorised
for issue.

Other information

The other information comprises the information included in the annual report set out on pages | to 7, other than the
financial statements and our auditor’s report thereon. The directors are responsible for the other information.

Our opinion on the financial statements docs not cover the other information and, except to the extent otherwise
explicitly stated in this report, we do not cxpress any form of assurance conclusion thereon.

In connection with our audit of the financial statements, our rcsponsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial statements or our
knowledge obtained in the audit or otherwise appears to bc materially misstated. If we identify such material
inconsistencies or apparent material misstatements, we are rcquired to determine whether there is a material
misstatement in the financial statements or a material misstatement of the other information. If, based on the work we
have performed, we conclude that there is a material misstatement of the oiher informaiion, we are required o report
that fact.

We have nothing to report in this regard.



INDEPENDENT AUDITOR’S REPORT TO THE MEMBERS OF CARE FERTILITY
GROUP LIMITED (continucd)

Opinions on other matters prescribed by the Companics Act 2006

In our opinion, based on the work undenaken in the course of the audit:

e the information given in the siratcgic reporl and the directors’ report for the financial year lor which the financial
statements are prepared is consistent with the financial statements; and

e the strategic repon and directors’ report have been prepared in accordance with applicable fegal requirtimunts.

Matters on whieh we are required to report by exception

In the light of the knowledge and understanding of the group and the parcnt company and its environment obtained in
the course of the audit, we have not identified maierial misstatcments in the strategic repan or dicacrors” report.

W have nothing to report in respeet of the {ollowing matiers in relation to which the Companics Act 2006 requires
us 10 report (o you if, in our opinion:
*  adeguate accounting records have not been kept, or retums adequate for our andit have not been reecived from
branches not visited by us; or
the parent company linancial statcments arc not i agreement with the accounting records and returns; or
e certain disclosures of directors’ remunceration specified by law are not made; or
we have not received all the information and cxplanations we require Tor our audit.

Responsibilitics of directors

As explained more fully in the dircctors’ responsibilities statement set out un page 7, the directors arc responsible for
the preparation of the financial statements and (or being satisficd that they give a teue and fair view, and for such
intermal control as the dircclors determine is nceessary to chable the preparation of linancial statcments that are free
from matcrial inisstatement, whether due 1o fraud or crror.

In preparing the financial Statemients. the directors are responsible for assessing the group™s and Wic parcnt company’s
ability to continue as a going concem, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors cither intend o liguidate the group or the parent company or Lo cease
operations, or have no realistic wliermative but to do sa. |

_Auditor’s responsibilities for the audit of the financial statements

Our objectives arc to obtain reasonable assurance about whether the financial stalements as a whole arc {ree from
material missiaiement, whether due 1o fraud or crror, and 10 issue an audilor's report that includes our opinton.
Reasonable assurance is 1 high level of assurance but is not a guaranice that an audit conducted in accordance with
ISAs (UK) will always detect a material misstatement when itexists. Misstatements can arise from fraud or error and
arc considered material if, individually or in the aggrepate, they could reasonably be expecied (o inlluence the
economic decisions of users {aken on the basis of these financial siatements.

A further descnption of our responsibilities for the audit of the hnancial statements is lotatad on the Finaocial
Reporting Council’s website at hups:¥fwuwav fre.org uk/auditorsresponsibilitics. This description forms part of our
auditor’s report.

Usc of our rcport

This reporl is made sokely 1o the company's members, as a body, in accordance with Chapter 3 of Part 16 of the
Companies Act 2006. Owr audit work has been undertaken so that we might state 10 the company’s members 1hose
maticrs we are requircd o state to them in an auditor's report and for no other purposc. To the fullest extent peanitied
by law, we do not aceept or assume responsibility 1o anyone other than the company and the company’s members as
a body, for our audit work, for this report, or {or the opinions we have formed.

u
Eoidt & Yo — L1
Adrian Roberts (ScniorSiatutory Auditor)
for and on behalf of Erngst & Young LLP, Statwtory Auditor
Birmingham
29 July 2020
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Consolidated profit and loss account
Jor year ended 31 August 2019
Note 2019 2018

£000 £000
Turnover 2 40,576 34,950
Raw materials and consumables 12 (5,214) (4,158)
Staff costs 4 (16,320) (14,613)
Other operating expenses (13,261) (11,128)
Other operating expenses — goodwill amortisation 9 (2,496) (1,840)
Other operiding expenses — exceplional 3 (785) {157
Total operating cxpenses (16,542) (13,125)
Operating profit 3 2,500 3,054
Group's sharc of profit injoint ventures 1! 450 426
Total operating profit 2,950 3,480
Profit on disposal-of fixed assets 10 2 -
Interest receivable and similar income 6 45 57
Interest payable 7 (19) (10)
Profit before taxation 2,978 3,527
‘Fax chargc on profit: 8 (671) (602)
Profit for the financial year 2,307 22925
Attributable to:
Group 2,503 2,990
Minonty interest (196) (65)

2,307 2,925

The Group had no discontinued operations in either year.

In the current year the Company acquired Bath Fertility Centre Limited and its dormant subsidiaries Bristol TVF
Centre Limited, Bath Fertility Clinic Limited, Bath Fertility Limited and Bath 1VF Limited on 7 February 2019 and
CARE Fertility Tamworth Limited on 3 Junc 2019.
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Consolidated statement of other comprehensive income

Jor year ended 31 August 2019

Profit for the year

Other comprehensive (expense)fincome

Foreign exchange differences on translation of forcign operations
Other comprehensive (expense)income for the year, net of income tax

"otal comprehensive income for the year

Total comprehensive income for the year attributable to:
Group
Minority intcrest

Note

CARE Fertility Group Limited
Annual reponi and consolidated financial siatements

2019
£000

2,307

@

(4

2,303

2,499
(196)

2,303

31 August 201

2018
£000

2,925

39

9

3,029

(65

2,964

1t



Consolidated balance sheet
at 31 August 2019

Fixed assets

Intangible assets

Tangiblc asscts

Investinents in joint venturces

Current assets

Stocks

Dcbtors

Cash at bank and in hand

Creditors: amounts falling due within one year
Net current liabilitics

Total assets less current liabilities
Creditors: amounts falling due aftcr morc than one ycer
Provisions for liabilities

Deferred tax liability
Qther provisions

Net assets

Capital and reserves
Called up share capital
Sharc premium account
Capital redemption rescrve
Profit and loss account

Equity attributable to the parent’s shareholder

Minority interest

Sharcholders® funds

Note

10
1

12
i3

16

17
18

20
20

CARE Fertility Group Limited
Annual report and consolidaed financial statements
31 August 2019

2019 2018
£000 £000 £000 £000
28,591 22,733
9,807 8,735
188 322
38,586 31,790
915 492
5,370 6,689
2,202 1,003
8,487 8,184
(8,925) (8.460)
(438) (276)
38,148 31,514
(6,147) (3,140)
(733) (659)
(2,174) (952)
(9,054) (4,751)
29,094 26,763
1 1
32 32
53 50
29,137 26,638
29,503 27,001
. (409) (238)
20,094 26,763

These financial statements were approved by the board of directors on 29 July 2020 and were signed on its behalf by:

PD Brame

Director

Company registered number: 05423241

12
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Company balance sheet
at 31 August 2019

Fixed assets
Investments

Current assets

Debtors
Cash at bank and in hand

Creditors: umounts falling duc within onc ycar
Net current liabilities

Total asscts less current liabilities

Creditors: amounts falling du¢ after morc:than one year
Net assets

Capital and reserves
Called up sharc capital
Share premium account
Capital redemption rescrve
Profit and loss account

Shareholders’ funds

Note

1

13
14

15

16

20
20

CARE Fertility Group Limited

Aunital report and consolidated financial statements

2019
£600

12,100
366

12,466

(32,297)

£000

27,801

(19,831)

7,970

(5,962)

2,008

[
312
50
1,645

2,008

31 Avegust 2019

2018
£000 £000
20,510

15,494
147

15,641

(31.298)

(15,657)

4,853

(2,960)

1,893

t
312
50
1,530

1,893

e

As permitied by Section 406 of the Companies Act 2006, a separate profit and loss account-of the parént Company
has not been presented. The parent Company’s profit for the financial year is £115,000 (2018: £1,022,000).

These financial statements were approved by the board of directors on 29 July 2020 and were signed on its behalf by:

e

PD Brame
Director

Company registered number: 05423241



Consolidated statement of changes in equity

Balance at | September 2017

Total comprehensive income for the
period
Profit for the year

Other comprehensive income
Forcign cxchange differences on
translation of forcign operations

Total comprehensive income for the period

Balance at 31 August 2018

Balancc at | Scptember 2018

Tota! comprehensive income for the
period
Profit-for the year

(Other comprehensive income
Foreign cxchange differcnees on
translation of foreign opcrations

Tortal comprehensive income for the period

Total transactions with owners,
recognised directly in eguity

Shares issued to minority interest and
associated share premium

Acquired capital redemption rescrve

Total transactions with owners, recognised
directly in equity

Balance at 31 August 2019

CARE Fertility Group Limited
Annual report and consolidated financial statements

31 August 2019
Capital

Called up Share redemp- Profit
share  premium tion andloss  Minority Total
capital gecount reserve account interest equity
£000 £000 £000 £000 £000 £000
] 312 50 23,609 (173) 23,799
. - - 2,990 (65) 2,925
. - - 39 - 39
. - - 3.029 65) 2,964
1 312 50 26,638 (238) 26,763

Capital

Called up Share redemp- Profit
share  premium tion and loss  Minority Total
capital account reserve account interest equity
£000 £000 £000 £000 £000 £000
1 312 50 26,638 (238) 26,763
- - - 2,503 (196) 2,307
- - - 4) . )
- - - 2,499 (196) 2,303
- - - - 25 25
- - 3 - - 3
- - 3 - 25 28
1 312 53 29,137 (409) 29,094

14



Company statement of changes in equity

Balance at | September 2017

Total comprehensive income for the period
Prufit for the yeur

Balance at 31 August 2018

Balance at | September 2018

Total comprehensive income for the period
Profit for the year.

Balance at 31 August 2019

CARE Fertility Group Limited

Annual report and consolidated financial siatements

Called up Share Capital
share premium  redemption
capital account reserve
£000 £000 £000

1 312 50

1 312 S0

Called up Share Capital
share premium  redemption
capital account reserve
£000 £000 £000

1 312 S0

i 312 50

31 August 2019
Profit and Total
loss account ofuity
£000 £000
508 871
1,022 1,022
1,530 1,893
Profit and Total
loss account equity
£000 £000
1,530 1,893
115 15
1,645 2,008
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Consolidated cash flow statement
Jor year ended 31 August 2019

Note 2019
£000
Cash flows from operating activities
Profit for the year 2,307
Adjustments for:
Depreciation-and amortisation 4,176
Profit on disposal of fixed assets 2
Share of joint venture income (450)
Wirite back of joint venture loan impairment -
Rescarch and development tax credits (54)
Foreign exchange (6)
Interest income. (20)
Tax 671
6,622
Increasc in trade and other debtors (2,746)
Increase in stocks (350)
(Decreasc)increase in trade and other creditors (140)
3,386
Interest received 98
Interest paid : 1
Tax paid (862)
Net cash from operating activities 2,623
Cash flows from investing activities
Acquisition of tangible fixed assets (1,343)
Acquisition of intangiblc fixed assets (123)
Net proceeds from disposal of tangible fixed assets 2
Acquisition of shares in Bath Fertility Centre Limited (net of cash held) (293)
Acquisition of sharcs in [V]1 Midland Limited (net of cash beld) 20
Acquisition of shares in Zita West Assisted Fertility Limited (nct-of cash held) -
Deferred consideration in respect of Zita West Assisted Fertility Limited (302)
Deferred consideration in respect of South East Fertility Clinic Limited -
Repayment of joint venture loen 585
Net cash from investing activities (1,454)
Cash flows from financing activitics
Net proceeds from issue of shares 25
Net proceeds from issue of other debt 5
Directors loan account -
Net cash from financing activities 30
Net increase in cash and cash cquivalents 1,199
Cash and cosh equivalents ar 1 September : 1,003
Cash and cash équivalcits at'31 August 14 2,202

37 August 2019

2018
£000

2,925
3,360

(426)
(627)
(147)
52
(47
602

5,692

(2,936)
(225)
269

2,800
38

m

2,837

(1,250)
(168)

(376)

(1,200)
259

(2,735)
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CARE Fertility Group Limited
Annual repon and consolidated financial statements
31 Angust 2019

Notes
(forming part of the financial statements)

1 Accounting policies

CARE Fertility Group Limited (‘the Company") is a company limited by shares and incorporated and domiciled in
the UK. The registered number is 05423241 and the registered address is John Webster House, 6 Lawrence Drive,
Nottingham Business Park, Nottingham, NG8 6PZ.

These Group and parent company financial statements were prepared in accordance with Financial Reporling Standard
102 The Financial Reporting Standard applicable in the UK and Republic of Ircland (‘FRS 102°) as issucd in
September 2015. The amendments to FRS 102 issued in March 2016, December 2016 and May 2017 have been
applied. The presentation currcncy of these financial statements is sterling. All-amounts in the financial statements
have been rounded to the ncarcst £1,000 apart from those in note 20.

The parent Company is included in the consolidated financial statements, and is considered to be a qualifying entity
under FRS 102 paragraphs 1.8 to 1.12. The following exemptions available under FRS 102 in respect of certain
disclosures for the parent company financial statements have been applied:

e  The reconciliation of the number of shares outstanding from the beginning to the end of the period has not been
included a sccond time,

e No scparate parent company Cash Flow Statement with related notes is included;

e Key Management Personnel compensation has not been included a second time;

s Certain disclosures required by FRS 102.26 Share Based Payments; and,

¢ The disclosures required by FRS 102.11 Basic Financial Instruments and FRS 102.12 Other Financial Instrument
Issues in respect of financial instruments not falling within the fair value accounting rules of Paragraph 36(4) of
Schedule 1.

The accounting policies set out below have, unless otherwise stated, been applied consistently to all periods presented
in these financial statements.

Judgements made by the directors, in the application of these accounting policies that have a significant effect on the
financial statements and estimates with a significant risk of material adjustment in the next year arc discussed in
note 27.

L1 Measurement convention

The financial statements are prepared on the historical cost basis except that the derivative financial instruments arc
stated at their fair value.

1.2. Going concern

The Group’s business activitics, together with the factors likely to affect its future development, performance and
position arc sct out in the Strategic Report on pages 2 to 3. The risk management section of the Strategic report and
note 1 include a description of the Group's policiés and processes for managing its capital, details of its financial
instruments, and its exposure to credit risk and liquidity risk,

The Group is part of the Rachel Topco Limited trading group, which in turn is part of the CARE Fertility Holdings
Limited (previously Royton Topco Limited) group (the ‘Parent Group”). The Group is reliant on group financing
facilities continuing to be made available by Rachel Topco Limited. Rachel Topco Limited has agreed to provide
sufficient funds to the Group to enable it to meet its liabilities as they fall due, but only to the cxicat that moncy is not
otherwise available to you to meet such liabilities, for a period of at least 12 months from the datc of signing of these
financial statements. '
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Notes (continued)

1 Accounting policies (continued)
1.2. Going concern (continued)

The Board of the Parent Group has considered the impact of the ongoing COVID-19 situation. During the 6 months
to February 2020 the trading operations of the Parent Group were experiencing increased demand leading to year on
ycar revenue growth for that period. As the UK went into lockdown as a result of co-ordinated govemment action to
slow the spread of COVID-19 our clinics were forced to close. The resulting closure led to 13 weeks of materially
reduced revenuces, although operational costs were reduced by accessing government support through furloughing
some staff, claiming business rate relief and deferring certain tax payments. On 1 May the government announced its
intention that the IVF scctor could reopen; this was followed by the HFEA issuing guidance and reopening criteria on
Il May. The trading opcrations of the Parent Group were then amongst the first to comply with this guidance and
subscquently reopencd on 12 May. Demand since reopening has been positive albeit not yet back to pre-lockdown
levels. It remains too carly to ascertain the overall impact on our full year 2020 revenue and profitability.

As of 31 August 2019, the Parent Group was funded by a £73m Senior Facilitics Agreement (*SFA’) which was
entered into on 8 April 2019. In the period just prior to the lockdown the Parent Group sccured access to the remaining
£4m of its Revolving Credit Facility which provided significant liquidity for the Parcnt Group such that no
redundancies or other structural changes were required. The reduction in eamings as a result of COVID-19 could
have led to a breach of the SFA agreement, i.e., by not meeting covenant compliance targets. However, on 22 June
2020 the Parent Group secured a revised financing package with its lenders mitigating the risk of any such potential
breach.

Key amendments to the SFA included a revision to future covenant testing up to and inclusive of the period ending
31 August 2021, the renegotiation of specific financing terms, and specific conditions agsociated with future access
1o the Acquisition Facility. In addition, a waiver of all technical breaches associated with the impact of COVID-19
was granted.

The Board has performed a number of stress tests to assess the Parent Group’s ability to continue as a going concern
for a period of at least 12 months from the date of approval of these financial statements, with a focus on 1) the
sufficiency of liquidity to fund operations, and 2) whether the Parent Group is forecast to be in compliance with these
amended covenants.

The directors have prepared forecasts for the Parent Group covering a period through to 31 August 2021, These
forecasts reflect an assessment of current and futurc market conditions and their impact on the Parent Group’s future
profitability and cashflows. The forecasts have been sensitised for a reduction in revenue to the end of the review
period (varying both the steepness of the decline and the length of the recovery phase towards more nonmal levels of
activity) with the impact on profitability and cash flow considered, net of certain expected -cost savings given the
reduced volumes. The forecasts have also been reverse stress tested with some further cost mitigations, each within
the control of the business. The Board has already intraduced a reduction in overhead spending and short-term capital
investment in order to conserve cash.

In the most severe but plausible scenario forecasted, the Parent Group would still have sufficient profitability to mect
its bank covenant requircments and would retain sufficient liquidity to fund opcrations.

In the reverse stress tested scenario, based on a 18% reduction in revenue for the 12-month outlook period (compared
to the Group’s COVID-19 adjusted base forecast), the Parent Group would nced further mitigating action such as
reducing overhead spend permanently and delaying development and capital expenditure. Should it become apparent
that trading performance is being affected for a prolonged period, the directors will undertake a further review on
discretionary expenditure and capital investment to protect the Parent Group's position.

Having considered all the above, including the Parent Group’s current financial position and its willingness to provide
financial support to the Group as nceded, the directors remain confident in the long-term future prospects for the
Group and its ability to continue as a going concern for the foreseeable future and therefore continue to adopt the
going concem basis in preparing the financial statements.



CARE Fertility Group Limited
Annual report and consolidated financial statements
31 August 2019

Notes (continued)

1 Accounting policies (continued)
1.3. Basis of consolidation

‘The consolidated financial statements include the financial statements of the Company and its subsidiary undertakings
made up to 31 August 2019. A subsidiary is an entity that is controlled by the parent. The results of subsidiary
undertakings are included in the consolidated profit and loss account from the date that control commences until the
date that control ceases. Control is established when the Company has the power to govern the operating and financial
policies of an entity so as to obtain benefits from its activities. In assessing control, the Group takes into considcration
potential voting rights that are currently exercisable.

A joint venture is a contractual arrangement undertaking in which the Group cxercises joint control over the operating
and financial policies of the entity. Where the joint venture is carricd out through an entity, it is treated as a jointly
controlled entity. The Group's share of the profits less losscs of associates and of jointly controtled entities is included
in the consolidated profit and loss account and its interest in their net assets is recorded on the balance sheet using the
equity method.

Under Section 408 of the Companics Act 2006 thc Company is exempt from the requirement to presént its own profit
and loss account.

In the parent financial statements, investments in subsidiaries and jointly controlled entities are carried at cost less
impairment.

1.4. Foreign currency

Transactions in foreign currencies are translated to the Group companies’ functional currency at the forcign éxchange
rate ruling at the date of the transaction. Monetary assets and liabilities denominated in foreign currencics at the
balance sheet date are retranslated to the functional currency at the foreign exchange rate ruling at that datc. Non-
monetary assets and liabilities that are measured in terms of historical cost in a foreign currency arc translated using
the exchange rate at the date of the transaction. Non-monetary assets and liabilities deniominated in forcign currencies
that are stated at fair value are retranslated to the functional currency at forcign exchange rates ruling at the dates the
fair value was determined. Foreign exchange differences arising on translation are recognised in the profit and loss
account.

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising on consolidation,
are translated 1o the Group’s presentational currency, Sterling, at foreign exchange rates ruling at the balance sheet
date. The revenues and expenses of foreign operations are translated at an average rate for the year where this rate
approximates to the foreign exchange rates ruling at the dates of the transactions, Foreign exchange differences arising
on retranslation are recognised in other comprehensive income.

LS. Classification of financial instruments issued by the Group

In accordance with FRS 102.22, financial instruments issued by the Group are treated as equity only to the extent that
they meet the following two conditions:

(2) they include no contractual obligations upon the Group to deliver cash or other financial assets or to exchange
financial assets or financial liabilities with another party under conditions that are potentially unfavourable
to the Group; and

()] where the instrument will or may be settled in the entity’s own equity instruments, it is cither a non-derivative
that includes no obligation to deliver a variable number of the cntity’s own equity instruments or is a
derivative that will be settled by the enlity cxchanging a fixed amount of cash or other financial assets for a
fixed number of its own cquity instruments.

To the extent that this definition is not met, the proceeds of issue are classified as a financial liability. Where the
instrument so classified takes the legal form of the entity’s own shares, the amounts presented in these financial
statements for called up share capital and share premium account exclude amounts in relation to those shares.
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Notes (continued)

1 Accounting policies (continued)
1.6. Basic financial instruments

Trade and other debtors / creditors

‘Trade and other debtors are recognised initially at transaction price less attributable transaction costs. Trade and other
creditors are recognised initially at transaction price plus attributable transaction costs. Subsequent to initial
recognition they are measured at amortised cost using the effective interest method, less any impairment losses in the
case of trade debtors. If the arrangement constitutes a financing ransaction, for example if payment is deferred beyond
normal business terms, then it is measured at the present value of future payments discounted at a market rate of
instrument for a similar debt instrument.

Interest-bearing borrowings classified as basic financial instruments

Interest-bearing borrowings are recognised initially at the present valuc of future payments discounted at a market rate
of interest. Subsequent to initial recognition, interest-bearing borrowings arc stated at amortised cost using the
effective interest method, less any impairment losses.

Cash and cash equivalents

Cash and cash equivalents comprisc cash balances and call deposits. Bank overdrafts that are repayable on demand
and form an integral part of the Company's cash management are included as a component of cash and cash
equivalents for the purpose only of thé cash flow statement.

L7. Other financial instruments
Derivative financial instruments

Derivative financial instruments are recogniscd at fair value. The gain or loss on remeasurement to fair value is
recognised immediately in profit or loss.
Net investment hedges

Where the hedged item is the translation risk for the net assets of overseas subsidiaries in the consolidated financial
statements, the Group may designaic borrowings in the same currency as that overseas subsidiary’s functional
currency as & hedging instrument. In that case, the effective portion of the hedge is recognised in other comprehensive
income, and only the ineffective portion of the hedging itemn’s translation value is recorded in profit or loss.

Cumulative exchange differences recognised in OCI relating to a hedge of a net investment in a forcign operation
shail not be reclassified to profit or loss on disposal or partial disposal of that foreign operation.

1L8. Tangible fixed assets
Tangible fixed asscts are stated at cost less accumulated depreciation and accumulated impairment Josses.

Where parts of an item of tangible fixed assets have different uscful lives, they are accounted for as separate items of
tangible fixed assets, for example land is treated separately from buildings.

The Company assesses at each reporting date whether tangible fixed assets are impaired.

Depreciation is charged to the profit and loss account on a straight-line basis over the estimated useful lives of each
partof an item of tangible fixed assets. Leased assets are depreciated over the shorter of the leasc term and their useful
lives. Land is not depreciated. The estimated useful lives are as follows:

¢ Freehold buildings — 50 years

o leaschold property improvements — over the term of the lease
e  Fixtures and fittings ~ 5 to 10 years

e Equipment -3 to 0 years

Depreciation methods, useful lives and residual values are reviewed if there is an indication of a significant change
since last annual reporting date in the patiern by which the Company expects to consume an assel’s future economic
benefits.
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Notes (continued)

1 Accounting policies (continued)
L.9. Business combinations

Business combinations are accounted for using the purchase method as at the acquisition date, which is the date on
which control is transferred to the entity.

At the acquisition date, the group recognises goodwill at the acquisition date as:

o the fair value of the consideration (excluding contingent consideration) transferred; plus
¢ estimated amount of contingent consideration (see below); plus

o the fair value of the equity instruments issued; plus

e directly attributable transaction costs; less

e the nei recognised amount (generally fair value) of the identifiable asscts acquired and liabilitics and contingent
liabilities assumed.

When the excess is negative, this is recognised and separately disclosed on the face of the balance sheet as negative
goodwill.

Consideration which is contingent on fuwre cvents is recognised based on the estimated amount if the contingent
consideration is probable and can be mcasurcd rcliably. Any subscquent changes to the amount are treated as an
adjustment to the cost of the acquisition.

FRS 102.35 grants certain cxemptions from the full requirements of FRS 102 in the transition period. The
Company/Group clected not to restate business combinations that took place prior to | September 2014. In respect of

acquisitions prior to 1 September 2014 goodwill is included on the basis of its deemed cost, which represents the
amount recorded under old UK GAAP. Intangible assets previously included in goodwill, are not recognised

separately.
L10. Goodwill

Goodwill is stated at cost less any accumulated amortisation and accumulated impairment losscs. Goodwill is allocated
to cash-generating units or group of cash-generating units that are expected to benefit from the syncrgics of the
business combination from which it arose:

Amortisation

Goodwill is amortised on a straight-line basis over its uscful life. Goodwill has no residual value. The finite useful life
of goodwill is assessed for each acquisition separately with the range being between 10 and 20 years.

The Company reviews the amortisation period and method when events and circumstances indicate that the useful life
may have changed since the last reporting date.

Goodwill'is tested for impatrment in accordance with Section 27 /mpairment of assets when there is an indication that
it may be impaired.
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Notes (continued)

1 Accounting policies (continued)
L11.  Intangible fixed assets
Other intungible assets

Expenditure on internally generated goodwill and brands is recognised in the profitand loss account as an expense as
incurred.

Other intangible asscts that are acquired by the Company are stated at cost less accumulated amortisation and less
accumulated impairment losses.

The cost of intangible asset acquired in a business combination are capitalised separately from goodwill if the fair
value can be measured reliably at the acquisition date.

Amoriisation

Amortisation-is charged to profit or loss on a straight-line basis over the estimated uscful lives of intangible assets.
Intangible assets are amortised from the date they are available for use. The estimated uscful lives are as follows:

e software —4 years
e Dbrand - 10 years
o  order book - 2 years

1.12.  Stocks

Stocks are stated at the lower of cost and estimated sclling price less costs to complete and sell. Cost is based on the
first-in first-out principle and includes expenditure incurred in acquiring the stocks, production or conversion costs
and other ¢osts in bringing them to their existing location and condition. In the case of manufactured stocks and work
in progress, cost includes an appropriate share of overheads based on normal operating capacity.

1.13.  Impairment excluding stocks
Financial assets (including trade and other debtors)

A financial asset not carried at fair value through profit or loss is assessed at each repoiting date to determine whether -
there is objective evidence that it is impaired. A financial assct is impaired if objective evidence indicates that a loss
event has occurred after the initial recognition of the asset, and that the loss event had a negative effect on the estimated
future cash flows of that asset that can be estimated reliably.

An impairment loss in respeet of a financial asset measured at amortised cost is calculated as the difference between
its carrying amount and the present value of the estimated future cash flows discounted at the asset’s original effective
interest rate. For financial instruments measured at cost less impairment an impairment is calculated as the difference
between its carrying amount and the best estimate of the amount that the Company would receive for the asset if it
were to be sold at the reporting date. Interest on the impaired asset continues to be recognised through the unwinding
of the discount. Impairment losses are recognised in profit or loss. When a subsequent cvent causes the amount of
impairment loss to decrease, the decrease in impairment loss is reversed through profit or loss.

Non-financial assets

The carrying amounts of the entity’s non-financial assets, other than stocks, are reviewed at each reporting date to
determine whether there is any indication of impairment. If any such indication exists, then the asset’s recoverable
amount is estimated. The recoverable amount of an assct or cash-generating unit is the greater of its value in use and
its fair value less costs to sell. In assessing value in usc, the estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset.
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Notes (continued)

1 Accounting policics (continued)
1.13.  Impairment excluding stocks (continued)
Non-financial assets (continued)

For the purpose of impairment testing, assets that cannot be tested individually are grouped together into the smallest
group of assets that generates cash inflows from continuing use that are largely independent of the cash inflows of
other assets or groups of assets (the “cash-géncruling unil”). The goodwill acquired in a business combination, for the
purpose of impairment testing is allocated to cash-generating units, or (“CGU”) that are expected to benefit from the
synergies of the combination. For the purpose of goodwill impairment testing, if goodwill cannot be allocated to
individual CGUs or groups of CGUs on a non-arbitrary basis, the impairment of goodwill is determined using the
recoverable amount of the acquired entity in its entirety, or if it has been integrated then the entirc group of entities
into which it has been integrated.

An impairment loss is recognised if the carrying amount of an asset or its CGU exceceds its estimated recoverable
amount. Impairment losses are recognised in profit or loss. Impairment losses recognised in respect of CGUs are
-allocated first 10 reduce the carrying amount of any goodwill allocated to the units, and then to reduce the carrying
amounts of the other assets in the unit (group of units) on a pro rata basis.

An impairment loss is reversed if and only if the reasons for the impairment have ccased to apply.

Impairment losses recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed only to the extent that the asset’s carrying amount does
not exceed the carrying amount that would have been determined, net of depreciation or amortisation, if no impairment
loss had been recognised.

1.14.  Employee benefits
Defined contribution plans

A defincd contribution plan is a post-cmployment benefit plan under which the company pays fixed contributions into
a.scparate entity and will have no legal or constructive obligation to pay further amounts. Obligations for contributions
1o defined contribution pension plans are recognised as an expense in the profit and loss account in the periods during
which services are rendered by employees.

1.15.  Provisions

A provision is recognised in the balance sheet when the entity has a present legal or constructive obligation as a result
of a past event, that car be reliably measured and it is probable that an outflow of economic benefits will be required
to settle the obligation. Provisions are recognised at the best estimate of the amount required to settle the obligation at
the reporting date.

Where the parent Company enters inlo {inancial guarantce contracts to guarantee the indebtedness of other companies
within its group, the company treats the guarantec contract as a contingent liability in its individual financial statements
until such time as it beccomes probable that the company will be required to make a payment under the guarantee.

1.16.  Turnover

Tumnover represents amounts invoiced and accrued in respect of services provided in the year, less amounts deferred
in creditors, and is stated net of value added tax. Turnover is recognised upon completion of the services to which it
relates when all contractual obligations have been fulfilled.

The CARE Fertility group provides cryogenic freezing and storage scrvices. Revenue for the provision of these
services is recognised on a straight-line basis over the storage term.
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Notes (continued)

1 Accounting policies (continued)
1.17.  Expenses
Operating lease

Payments (excluding costs for services and insurance) made under opcrating leases are recognised in the profit and
loss account on a straight-line basis over the term of the lease unless the payments (0 the lessor are structured to
increase in line with expected general inflation; in which case the paymenis related to the structured incréases are
recognised as incurred. Lease incentives received are recognised in profit and loss over the term of the lease as an
integral part of the total lease expense.

Interest receivable and interest payable

Interest income and interest payable are recognised in profit or loss as they accrue, using the cffective interest method.
Dividend income is recognised in the profit and loss account on the date the entity’s right 10 receive payments is
cstablished.

1.18. Taxation

Tax on the profit or loss for the year comprises current and deferred tax, Tax is recognised in the profit and loss
account except to the extent that it relates to items recognised directly in equity or other comprehensive inicome, in
which casc it is recognised directly in equity or other comprehensive income.

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted
or substantively enacted at the balance sheet date, and any adjustment to tax payable in respect of previous years.

Deferred Lax is provided on timing differences which arise from the inclusion of income and expenses in tax asscssments
in periods different from those in which they are recognised in the financial statements. The following timing differences
are not provided for: differences between accumulated depreciation and tax allowances for the cost of a fixed asset if and
when all conditions for retaining the tax allowances have been met; and differences relating to investments in subsidiarics
and joint ventures 10 the extent that it is not probable that they will reverse in the foreseeable future and the reporting
entity is able to control the reversal of the timing difference. Deferred tax is not recognised on permanent differences
arising because ccrtain types of income or expense are non-taxable or are disallowable for tax or because certain tax
charges or allowances are greater or smaller than the corresponding income or expense.

Deferred tax is provided in respect of the additional tax that will be paid ‘or avoided on differences between the amount
at which an asset (other than goodwill) or liability is recognised in a business combination and the corresponding amount
that can be deducted or assessed for tax. Goodwill is adjusted by the amount of such deferred tax.

Deferred tax is measured at the tax ratc that is expected to apply to the reversal of the related difference, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax balances are not discounted,

Unrelieved tax losses and other deferred tax assets are recognised only 1o the extent that is it probable that they will
be recovered against the reversal of deferred tax liabilities or other future taxable profits.

2 Turnover
2019 2018
£000 £000
Salc of goods 5,114 4,656
Rendering of scrvices 34,862 30,294
Total turnover . 40,576 34,950

Turnover is wholly attributable 1o the principal activity of the Group. All turnover arose in the United Kingdom.
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Notes (continued)

3 Operating profit
2019
£000
Amortisation 2,496
Depreciation 1,680
Audit of these financial statements 36

Amounts receivable by the company’s auditor and its associates in respeet of: .
Audit of financial statements of subsidiaries of the company 104
Taxation compliance services -
All other services -

31 August 2019

2018
£000

1,840
1,520

Included within other operating expenses are £785,000 (2018: £157,000) of exceptional costs. These comprise
£72,000 (2018: £nil) of costs in relation to the sale of the Company to Royton Bidco Limited; £351,000 (2018: £nif)
of start-up losses incurred by CARE Fertility Liverpool Limited and CARE Fertility Leeds Limited; £142,000 (2018:
£nil) of losses incurred by CARE Fertility Tamworth Limited during restructuring of its operations immediately post-
acquisition; and £220,000 (20/8: £157,000) of one-off professional fees associated with internal restructuring and

management restructuring costs which were outside of the normal course of business.

4 Staff numbers and costs

The average number of persons employed by the Group (including directors) during the year, analysed by category,

was as follows:

Number of employees

2019
Clinical 198
Administration 130
328

The aggregate payroll costs of these persons were as follows:
2019
£000
Wages and salarics 14,372
Social sccurity cosis 1,374
Contributions to defined contribution plans (note 19) 574
16,320

2018

147
142

289

2018
£000

12,908
1,281
424

14,613
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8 Dircctors’ remuncration

Directors’ remunecration
Company contributions 1o money purchase pension plans

2019
£000

1,490
82

———

31 August 2019

2018
£000

1,407
89

The remuneration of the hghest paid di'rec!or was £217,000 (2018: £243,000), and company pension contributions of

£nil (2018: £nil) were made to a money purchase scheme on his behalf.

Resirement benefits are accruing (0 the following number of directors under:
Money purchasc schemes ‘

6 Other interest receivable and similar income

Interest on financial assets measured at amortised cost

Total intercst receivable and similar income

7 Interest payable

Other interest

Number of directors

2019

-]

2019
£000

19

2018

n

2018
£000
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Notes (continued)

8 “Taxation

CARE Fertility Group Limited

Total tax expense recognised in the profit and loss account and other comprehensive income

Current tax

Current tax on income for the period
Group relief payable

Adjustments in respect of prior periods

‘Total curvent tax

Deferred tax (see note 17)
Origination and reversal of timing diffcrences
Adjustments in respect of prior periods

Total deforred tax

Total tax expense included in profit or loss

Reconciliation of effective tax rate

Profit for the year
Total tax expense

Profit excluding taxation

Tax using the UK corporation tax rate-of 19% (2018: 19%)

Incligible amortisation

Fixed asset differences

Adjustmcents in respect of prior periods
Expenses not deductible for tax
Rescarch and development-credits
Impact of tax raic diffcrences

Other liming differences

Total tax expense included in profit or loss

£000

290
659
(249)

(20)
0}

Factors that may affect future current and total tax charges

£000

700

29

671

£000

(118)
67

2019
£000

2,307
671

2,978

566

108
(258)
3

(10)
(4)
92)

671

Annual report and consolidated financtal statements

37 August 2019

2018

£000

789
424
(560)

653

(sn

602

2018
£000

2,925

3,527

Reductions in the UK corporation tax rate from 19% to 17% (effective from 1 April 2020) were substantively enacted

on 26 September 2017. This will reduce the Group's future tax charge accordingly.
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Notes (continued)

9 Intangible assets
Group

Cost
Balance at 1 September 2018
Additions

Balance at 31 August 2019

Amortisation and impairment
Balancc at | Scptember 2018
Amortisation for the year

Balance'at 31 August 2019

Net book value
At 31 August 2019

AL31 August 2018

Amortisation,

Goodwill
£000

25,029
8,231

33,260

e Y

7,213
1,879

Brand Order book
£000 . £000
5,280 461
5,280 461
660 461
528 -
1,188 461
4,092 -
4,620 -

Software
£000

© 416
123

208

331

297

The amortisation was all recognised in other operating expenses in the profit and loss account.

CARE Ferility Group Limited
Annual report and consolidated financial statements
37 August 2019

Total
£000

31,186
8,354

39,540
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Notes (coniinued)
10 Tangible fixed assets
Freehold Leasehold
Group land and improve- Fixtures and Work in
buildings ments fittings  Equipment progress Total
£000 £000 £000 £000 £000 £000
Cost
Balance at | September 2018 294 8,466 1,809 6,693 - 17,262
Acquisitions - 3 113 1,293 : 1,409
Additions - 173 100 891 179 1,343
Disposals - - - Gan - 31
Balance at 31 August 2019 294 8,642 2,022 8,846 179 19,983
Depreciation and impairment
Balance at 1 Scptember 2018 63 3,068 895 4,501 - 8,527
Depreciation charge for the year 4 542 269 865 - 1,680
Eliminated on disposals - - - an - Gn
Balance.at-31 August 2019 67 3,610 1,164 5,335 - 10,176
Net book value _ ‘
At 31 August 2019 221 5,032 8s8 3,511 179 9,807
At31 August 2018 231 5,398 914 2,192 - 8,735
Land and buildings
The net book value of freehoid land and buildings comprises:
2019 2018
£000 £000
Frechold land 80 80
Frechold buildings 147 151
27 231
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Notes (continued)

11 Investments

Investments — Group

Group

Cost

At beginning of year

Capital repayments

Forcign exchange differences

At cnd-of ycar

Share of post-acqueisition rescrves

At beginning of ycar

Share of profit retained by joint venture
Forcign exchange differences

Atcend of yeur

Net boek value
At31 August 2019

At 31 August 2018

Investments in
Joint Ventures
£000

(669)
450
@

(223)

(223)

(669)

CARE Fertility Group Limited
Arnual report and consolidated financial statements

Loans to
Joint Ventures
£000

991
(585)
5

41l

411

991

31 Augist 2019

Total
£000

991
(585)

411

(669)
450
@

(223)

188

Y —CT—

322

In the current year the group’s share of the joint venture profits was £450,000 (2018: £426,000). The group’s share of
assets is £604,000 (2618: £686,000) -and share of liabilitics is £827,000 (2018. £1,355,000).

Investments — Company

Cost
At beginning of year
Additions

Atend of year

Net book value
At 1 August 2019

At31 August 2018

Shares in group

undertakings
£000

20,510
7,29

27,801

27,801

20,510
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Notes (continued)

11 - Investments (continued)

CARE Fertitity Group Limited
Annnal report and consolidnted financial statements

31 August 2019

The undertakings in which the Group and Company have an interest at the year-end are as follows:

Subsidlary undertakings

Centres for Assisted Reproduction Limited
CARE (Shcfficld) Limited

CARE Fertility (Northampton) Limited
CARE Fertility (London) Limited

Centre for Reproductive Medicine Limited
South East Fertility Clinic Limited

CARE Fertility Birmingham Limited

Zita West Assisted Fertility Limited

Zita West Clinies Limited

CARE Fentility Liverpool Limited

CARE Fertility Leeds Limited

Bath Fertility Centre Limited

Bristol [VF Centre Limitcd®

Bath Fertility Clinic Limited*

Bath Fertility Limited*

Bath IVF Limited*

CARE Fertility Tamworth Limitcd

Joint ventures
Beacon Care Fertility Limited
Bercon Concourse Development Limited

* dissolved. 21 May 2019

Country of
incorporation

England and Wales
England and Walcs
England and Wales
England gnd Wales
England and Wales
England and Wales
England and Walcs
England and Walcs
England and Walcs
England and Wales
England and Wales
England and Walcs
England and Walcs
England and Wales
England and Wales
England and Wales
England and Walcs

Republic of Ircland

Republic of Ircland

Principal
activity

Provision of festility services
Provision of fertility scrvices
Provision of festility services
Holding company

Provision of fertility services
Provision of fertility services
Provision of fertility scrvices
Provision of fertility services
Provision of fertility services
Provision of fertility serviees
Provision of festility services
Provision of fertility scrvices
Dormant

Dormant

Dormant

Dormant

Provision of fertility services

Provision of fertility services
Property development

Percentage of

ordinary shares held

Group Company

160% 100%

100% Nil
100% Nil
100%  100%
100% Nil

160% 100%

5% 5%
100% 100%
100% Nil

75% 5%
100% 100%
100% 100%

100% Nil
100% Nil
100% Nil
100% Nil

100% 100%

50% 50%
50% 50%

The registered address of all active subsidiary undertakings is John Webster House, 6 Lawrence Drive, Nottingbam
Business Park, Nottingham, NG8 6PZ. The regisiered address of all joint ventures is Suite 36, Beacon Hall, Beacon

Count, Sandyford, Dublin 18.

Acguisitions in the curvent period

On 7 Febmary 2019, the Company acquired 100% of the share capital of Bath Fertility Centre Limited and its
subsidiaries Bristol IVF Centre Limited, Bath Fertility Clinic Limited, Bath Fertility Limited and Bath IVF Limited,

Further details arc in note 23.

On 3 June 2019, the Company acquired 100% of the share capital of CARE Fertility Tamworth Limited. Further

details are in note 23.
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Notes (continued)

12 Stocks
Group Company
2019 2018 2019 2018
£000 £000 £000 £000
Raw malcrials and consumablcs 915 492 - -
m‘ T i f—————

Raw materials récognised as cost of sales in the year amounted to £5,214,000 (2018: £4,158,000).

13 Debtors
Group Company
2019 2018 2019 2018
£000 £000 £000 £000
“Trade debtors A 3,161 1,776 - .
Amounts owed by group undertakings - 3,236 12,059 15,434
Prepayments and accrued income 1,590 1,290 - -
Other debtors 364 280 41 60
Corporation tax-dcbtor 255 107 - -
5,370 6,689 12,100 15,494
I —1] b e
14 Cash and cash equivalents
Group Company
2019 ! 2018 2019 2018
£000 £000 £000 £000
Cash at bank and in hand 2,202 1,003 366 147
Cash and cash equivalents 2,202 1,003 366 147
15 Creditors: amounts falling due within one year
Group Company
2019 2018 2019 2018
£000 £000 £000 £000
Bank and other borrowings - 500 - -
Trade creditors 1,789 1,878 - -
Amounts owedl to group undertakings 305 - 32,032 31,012
Corporation tax - 667 178 279
Taxation and social security 451 368 - -
Other creditors 159 107 - -
Aceruals and deferred income 6,221 4,933 87 -
Contingent consideration ’ - 7 - 7
8,925 8,460 32,297 31,298
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Notes (continued)

16 Creditors: amounts falling after more than one vear
Group . Company
2019 2018 2019 2018
£000 £000 £000 000
. Contingent consideration 5,962 2,960 5,962 2,960
Other loans 185 180 - -
6,147 3,140 5,962 2,960

17 Deferred tax liabilities/(assets)

2019 2018
£000 £000

At start of period 659 70

Acquisitions 103 .

Credit to profit and loss 29 N

At end of period 733 659

Deferred 1ax assets and liabilities are attributable to the following:

Group Assets Liabilities Net '
2019 2018 2019 2018 2019 2018
£000 £000 £000 £600 £000 £000

Fixcd asset timing differences - (113) 1i7 - 117 (113)

Other - - 616 772 616 772

Tax liabilitics/(assets) - (113) 733 772 733 659

18 Provisions

Group Dilapidation Restructuring Total

£000 £000 £000

At 1 September 2018 952 - 952

Business combinations - 1,250 1,250

Unwind of discount - 19 19

Amounts utilised - @én @47

At 31 August 2019 952 1,222 2,174

ey =

Dilapidation provisions arc held in relation to the estimated costs of returning leased property to the conditions
required under the lease contract at the end of the lease term. The estimate is based upon quotes obtained for similar
work and the cash outflow will arise upon exit from the property.

The restructuring provision is held in.rclation to oncrous property costs arising following a streamlining of operations
at.the Tamworth clinic acquired in the year. The cstimate is based upon actual rent and rates costs in the year inflated
at the Bank of England targct ratc over the remaining term of the lease.
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19 Fmployee benefits

The Group contributes to a number of defined contribution pension scheme on behalf of its employees. Assets in
respect of the defined contribution scheme are held separately from those of the Company in an independently
administered fund. The pension charge represents contributions payable by the Company to the fund and amounted to
£574,000 (2018: £424,000) in the period.

20 ‘Capital and reserves
Share capital
2019 2018
£ £
Allotted, called up and fully paid )
122,156 (2018: nif} ordinary-shares of £0.01 each 1,222 -
Nil (20/8: 102,156) A ordinary shares of £0.01 cach - 1,022
Nil (2018: 104}) B ardinary sharcs of £0.01 ¢20/8: £1.00} cach - 100
Nil (2078: 100) C ordinary shares of £0.01 (20/8: £1.00) cach - 100
1,222 1,222

The holders of ordinary shares are entitled to receive dividends as declared from time to time and are entitled to onc
vote per share at meetings of the Company. Further details on the rights of the shares can be found in the Articles of
Association.

Share premium account

The balance classified as share premium relates to the aggregate net proceeds less nominal value of shares on issue-of
the Company’s share capital.

21 Financial instruments
The carrying amounts of the financial assets and liabilities include:
2019 2018
£000 £000
Asscis measured at amortised cost ‘ 5,127 6,401
Liabilities measured at amortised cost ) (11,038) (7,598)
22 Operating leases
Non-cancellable operating lease rentals are payable as follows:
2019 2018
Land and Land and
buildings Other buildings Other
£000 £600 £000 £000
Less than one year 1,782 12 1,368 14
Bctween one and five years 7,502 7 5,448 25
More than five years 16,025 - 14,616 -
25,309 19 21,432 39
During the year £2,014,000 was recognised as an expense in the profit and i0ss account in respect of operating leascs

(2018 £1,569,000).

The Company had no commitments under operating leases.

34




Notes (continued)

23 Acquisitions

Acquisitions in the current period — Bath Fertility Centre Limited

CARE Fertility Group Limited

Annual report and consolidaied financial statements
31 August 2019

On 7 February 2019, the Company acquired 100% of the share capital of Bath Fettility Centre Limited and its
subsidiaries Bristol IVF Centre Limited, Bath Fertility Clinic Limited, Bath Fertility Limited and Bath IVF Limited.
The business contributed revenue of £1,981,000 and a net profit of £286,000 to the revenue and net profit for the

yeur,

Effect of acquisition

The acquisition had the following cffect on the Company’s asscts and hiabilitics.

Tangible fixed asscts
Stock

Trade and other debtors
Corporation tax dcbhtor
Cash

Trade and other creditors
Deferred tax liabilitics

Net identifiable assets and liabilities

Total cost of business combination:

Initial cash consideration relating to business combination
Contingent consideration expected to be paid
Costs directly atiributable 1o the business combination

Total consideration

Goodwill

Recognised
on acquisition
£000

998
47
253
41
114

(779)

193)

571

6,593

The balance of acquisition consideration over net identifiable assets and liabilitics has been allocated to goodwill,

Goodwill is to be amortised over 10 ycars,
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23 Acquisitions (continued}

Acquisitions in the current period — CARE Fertility Tamworth Limited

31 August 2019

On 3 June 2019, the Company acquiired 100% of the share capital of CARE'Fertility.Tamworth Limited. The business
contributed revenuc of £377,000 and « nct loss of £147,000 for the year which has been presented within “other

operating expenses — exceptional” on 'the face of the Group’s consolidated profit and loss account.
Effect of acquisition

The acquisition had the following effect on thc Company’s assets and liabilities.

Tangible fixed assets
Stock

Trade and other debtors
Cash

Trade and other creditors
Provisions

Net identifiable assets and liabilities -

Total cost of business combination:

initial cash consideration relating to busincss combination
Contingent consideration expected to be paid
Costs directly attributable to the business combination

“Total consideration

Goodwill

Recognised
on acquisition
£000

411
25
225
130

(569)

(1,250)

(1,028)

The balance of acquisition consideration over net identifiable assets and liabilities has been allocated to goodwill.

Goodwill is to be amortised over 10 years.
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24 Related parties

As permitted by FRS 102 Related Party Transactions no disclosurc has been made of transactions or balanccs between
group entities that have been climinated on consolidation of CARE Fertility Group Limited.

Key management personnel are considered to be the directors, details of their remuneration is detailed under note S.

During the current and prior years CARE Fertility Group Limited, a wholly owned subsidiary, provided loans to its
joint ventures, Beacon Care Tertility Limited and Beacon Concourse Development Linited. At the year end the
amount outstanding was £411,000 (20/8: £844,000) and £nil (2018: £206,000) respectively.

All transactions were conducied on an arm’s length basis on normal trading terms.

25 Contingencics

The Company is party to-a composite company unlimited guarantee in respect of bank loans of other group companies.
As at 31 August 2019 the net debt outstanding was £53,000,000 (20/8: £13,737,500;.

26 Ultimate controlling party

The Company’s immediate parent Company is Rachel Topco Limited (formerly CARE Fertility Holdings Limited).
The Company’s ultimate controlling party is Silverflect Capital Partners LLP, an investment holding limited lability
partnership registered in Great Britain.

The largest and smallest group in which the results of the Company are consolidated is that headed by Rachel Topco
Limited (formerly CARE Fertility Holdings Limited). These consolidated financial statements .are available to the
public and tnay be obtained from Companics House, Crown Way, Cardiff, CF14 3UZ. The registered office is detailed
on pdge .

27 Accounting estimates and judgements
Key sources of estimation uncertuinty and accounting judgements

Revenue recognition

The group receives revenue in respect of a bundled product to freeze and store patient gametes and embryos. The
allocation of revenuc between point of sale and subsequent periods is a key judgement estimate and critical accounting
judgement.

‘Total revenue earned in the year in respect of all freeze and storage products was £2,080,000 (2018: £1,872,000) of
which a proportion related to bundled freeze and storage produets. It is the Group’s policy to recognise 80% of bundled
sales revenue immediately upon freeze, the remainder being deferred and recognised over the storage term. The
directors recognise that the recognition of revenuc on bundled products is an area of subjectivity, however consider
the Group's policy to be appropriate. At the year end, £165,000 (20/8: £849,000) of deferred income was held on the
balance sheet relating to bundled storage income deferred from this and previous periods, the reduction in the year
being due to the continued drive towards de-bundled freeze and storage products.

Recoverability of goodwill

The Group has a significant goodwill balance which is reassessed to ensure recoverability at each year end. The
directors consider the current and projected future cash flows of the group to ensure the balance is recoverable.

The directors prepared an impairment assessment at 31 August 2019 which demonstrated the net present vatue of the
underlying cash flows of the business exceeded the net book of the goodwill using a tong-term growth ratc of 2% and
a discount rate of 11%. A sensitivity assessment was performed which indicated an increase in the discount rate by
124 basis points would lead to the recoverable amount equalling the carrying amount of goodwill.

Deferred consideration

‘The Group acquisitions typically contain an element of deferred consideration. The quantum of this deferred
consideration is dependent on the future profitability of the acquisitions over a finite period. The directors monitor
this regularly during the year at Board meetings. ’
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28 Subsequent events

The impact of COVID-19 has created uncertainty as to the outlook for the remainder of the financial year and it is still
too early 10 ascertain the impact this may have on our {ull year 2020 revenue and profitability. To date, there has been
a significant impact on revenue given the UK government’s requirement to suspend our business operations as the
UK went into lockdown on 23 March, a position we agreed with to protect the health, safety and wellbeing of
employecs and customers alike. This resulted in the gradual winddown to closure of our clinics by 15 April, which
we were since able to re-open for business as of 12 May, with protective measures to keep our employees and
customers safe.

However, should a further outbreak of COVID-19 result in further restrictions on our ability to operate in some or all
of our locations, the dircctors will undertake a further review on discretionary éxpenditure and capital investment 1o
protect the Group's liquidity and debt compliance position.

In considering: the ongoing impact of COVID-19, the Group will, as part of its usual reporting process, conduct
impairment reviews across all cash generating units. The process will be informed by any impact arising from
challenging trading énvironments and macro-economic weakness, cxaccrbated by the uncertainty created by
COVID-19.

There is the potential should the impact of COVID-19 persist, for write down of fixed assets (goodwill, intangibles,
tangible assets and investments) alongside increases in bad debt provisions and debt write offs should customers-enter
financial difficulty. In response to the risk of increased debt write offs the Group is performing a review of its cash
collection processes with the resultant actions being to collect all but NHS debts in advance of treatment.
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