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Elysium Healthcare Holdings 1 Limited

* Group strategic report
For the period ended .31 Decémber 2016

The Directors present their strategic.report for the period énded 31 December 2016.
Principal activities '

‘The Company was: incorporated on 16 November 2016 to facilitate the acquisition of various .companies by
BC Partners. The principal activity of the Company durlng the period was to act as a holding cornpany. The
principal activities of the group of companies owned by Elysium Healthcare Holdmgs 1 Limited (‘the Group’)
are the. provision of mental health setvices, including acute; secure, CAMHS rehabilitation and. fieurological
services predomlnantly to the National Health Service (*NHS') and. in England and Wales. The parent
company is Elysium Healthcare Group Limited.

Business ownership

The Group is ultimately owned .and controlled by funds advised by BC Partrers LLP. Founded in 1986 BC
Partners has grown and evolved into a leader in buy-outs, principally investing in larger businesses in the
European region and selectlvely in North America and is-currently advising funds totalling over €17 billion.

BC Partners'-majority holding is owned. by P Health S.4.r.I., ani investiment vehicle for BC Partners. As at 31
Decémber 2016, senior managers of the Group held 10: 58% of the equuty interest in the ultimate parent
company.

The. equity funding in the ultimate parent company, EIysuum Healthcare Group Limited, is spht between:
preference and ordinary share capital, with the ordinary capital being desugnated A ordinary- shares, B
ordinary shares and C ordinary shares for. ownersh|p identification. A‘and B-ordinary shares have a-nominal
value of £0.01, and the C ordinary shares have a nominal value of £1.00..

Number of shares (%.of total) Management BC Partners’ Total

, (‘000) % {*000) % ('000) %
A ordinary shares . 1,505 0.09 1,698,495 "99.91 1,700,000 100
B .ordinary: shares 48,000 100 - - 48,0000 100
C ordinary sharées 162,000 100 - - 162,000 100
Total. 211,505 11 1,698,495 89 19100000 . 100

Business review

_On 1 December 2016 the ultimate parent-company’ Elysmm Healthcare Group Limited vna its’ s,ubsndnanes 5

" acquired 100% of the issued. share. capital of Elysium Healthcare ‘Limited (formerly known as Partnership in
Care (2016), lelted) Elysium Healthcare No.2 Limited (formerly | known as Priory Secure Services Limited)
and EIysnum Healthcare No.3: Limited (formerly known as Craegmoor Hospitals lelted) together with its'
subsidiary entities from Acadia Inc and therefore took over the operations of 22 sites (mcludmg one site in
development) provndlng mental health services predommantly to'the. National Health Service (‘NHS') and’in
England and Wales.

These sites had previously. been opérated as: part of the Partnershlps in, Care or Priory Groups, both groups
»havmg been prevnously achIred by Acadla lnc in: 2014 and 2016 respectlveiy Followmg an investigation by

The acquired sites provide a variety of meéntal. heaith $érvices, mcludmg acite, secure, CAMHS,
rehabilitation and neurologlcal services. The Grolip is now 6he of the. largest prowders of mental health:
services in the: UK offenng_ care and support'to: 786 patients..
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Elysium Healthcare Holdings 1 Limited

~ Group Strategic Report(continued)
For the perlod ended 31 December 2016

Consolldated income statement.

The Group's results for thé. period are summarised below.

[Summary Financial Results 2016

|Period ended 31 December £fm

{Revenue . » 11.6
Operating result excluding exceptional items (0.4)

‘ Proﬁf on disposal of land: ’ 25
Interest payable and simila_r expenses: (1.7)

[othier exceptional rtem's' - (0.4)
Profit on ordinary activities before .taxation . “ . 0.6 : v

Revenue for the period of 1 month through to 31 December 2016 totalled £11.6 million and arose
predominantly from provision of mental health services to the patients for either NHS England or Clinical
Commissioning Groups (‘CCGs”). At the ‘end of the period the Grolip had 911 beds available with an
average occupancy:. of: 86% over the penod )

Gioss margln for the Group for the period was 28.5% and is stated after all the hospital operating: costs
including staff-and specialist costs. As seen across the care: sector, the utilisation of agency and bank staff
has. increased and management are continuously momtonng the cost baseto ensure the effectlve use of the
Group's résources: .

Exceptronal items predommantly relate to .a gain arlsmg ‘from a sale and leaseback transaction which: is
described in more detail in the balaice sheet review. Other exceptronal items ‘are professional fees, pre-
‘opening expenses.and rebranding costs:.

Coiisolidated balance sheet

Goodwill and mtangrble assets amount to £211 .2 million and arose from the acquisition of the Elyssum
Healthicare Limited; EIysnum Healthcare No.2 Limited and Elysium. Healthcare: No.3 Limited together with its
subsidiary entities from Acadia In¢' on 30 Novembeér 2016 Amolints ascribed to intangible assets acquired
‘through busnness combinations are determined by using appropnate valuation techmques in¢luding
estimated discounted future cash flows. The principal intangible assets: recogmsed by the Grolip are the:

.NHS & CCG contractual arrangements and customer relat:onshrps Funher detalls are. prowded in note 10 t°,.,, o

“the f nancial statements. -~

Property, plant and equipment of £417 milliori include £92.2 million in réspect of land :and buildings. During
.the period the Group incurred £0.8 million of addmons

The Group also entered into 21 sale and leaseback arrangements for the disposal-of the freehold lafid and
buildings and at the same time enteréd into a 125 year term:finance lease for the buildings and an operating
lease. of the same term for the rental of the land. The proft arising on the disposal. of land has: been
recognized in exceptlonal income ‘with the appomonment made- of the dlsposal proceeds between. the
freehold land interests and the bulldmgs ‘based upon external professnonal valuation advice and upon which
‘the fait values weré based at the ‘time .the Group originally -acquired’ its mterest in the subsrdrary
‘undertakings.

?Elysrum Healthcare: No3 lented through a fhix. of bank and shareholder debt In terms of bank debt
commitments, at 31 December 2016 the Group had term loan factllty of £133.0 miliion; acqmsutlon facllmes
totalling £25.0 million and a revolvmg facility’ commitment of £15.0 million. The terms of the facilities are to
November 2023 for the term loan facility, the. acqunsmon facilities. and the revolving facility commitment
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Elysium Healthcare Holdings 1 Limited

Group Strategrc Report (continued)
For the period énded 31 December 2016

Financial risk management.
The Board- of Ditectors has overall respohsrbrllty for the establishment and oversight of the: Group's risk

managément framework. The Groups activities expose it to a variety of financial risks: credit risk, liquidity
risk, market (including curréncy and interest rate risk)-and:inflation risk.

The Group's risk management policies are established to identify and analyse the risks faced by the Group,
to set appropriate. risk. limits and controls to monitor both the risks and adherence to limits set. Risk
fnanagement policies and. systems are reviewed regularly to reflect changes in market -conditions and the'
‘Group’s activities. .

Inflation risk

Inflation risk is the risk that the cost of key services and products procured by:the Group-will rise with inflation
and affect the Group's income. The rates paid under thé terms of the Group’s NHS contracts are generally
reéviewed on -an annual basis and, over the course of thé past few years, the annual uplifts have typically
been lower than the rate of both RPI and CPI.

The Group undergoes a regular review of key suppliers through its procurement programme to mitigate cost
increases, using tendering processes where possible. In addition, the Group seeks to rationalise its supplier
base to bénefit from its scale.

KPis - financial and non-financial

" The KPIs set out in the table below are fundamental to the business and reflectfocus on the drivers: of value
that will enable and inform the management. team to achieve ‘the businéss plans, strategic airhs -and
objectrves

KPIs '
Period ended'31 December ' ' 2016
Revenue (£'m) . : 11.6
Operating profit / {loss). (0:8)
Gross.profit margin (%) 28.5%
Number of operating sites , ” 21
Number of sites in development - 1
{Net bank debt (£'m) 126.3°

As the Group is only reportmg on 4 ‘/z weeks tradlng to 31 December 2016 the other KPls momtored in the
busiriess would have limited meanlng These include the number of available beds, average occupancy,
‘ Eamlngs before: Interest, Taxation, Depreciation and Amortrsatron ("EBITDA") and EBITDA after finance

lease interest. These will be: reported onvit mote detail in future reports. ’
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Elysium Healthcare Holdirigs 1 Limited

Group Strategic Report (continued): : .
‘For the: penod .ended:31 December 2016

:-Future outlook & strategy

Whilst the:market: contlnues tobe challenglng with: pressures on NHS-funding; the:Directors:believe that the
,Group contlnues to be.wetl posntlonedrto take advantage of - further opponunmes In pamcular the Group will:

provrdung new or dlfferentrated servrces to the NHS
. leveragmg ‘the mvestment in the: Elysrum Healthcare : brand to attract new . patrents lncrease brandf
recognition. and expand our service offerlng,
T e ,|mplementmg improved: systems and processés to: mcrease productrvrty, efﬂcrency and: oversrght
-and
‘. using the size of: our portfolro and systerms to: procure matenals and services more effi crently and
:effectlvely :

Approved,by the:Board:and: srgned on: rts behaif- byf

T7 September 2017
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~ Elysium Healthcare Holdings 1 Limited

Directors’ report.
For the period ended 31 December 2016

The: Directors: present thEIT report and. the audlted financial statements- for the- penod ended 31 December
2016. .

The Company was iticorporated on 10 October 2016 and changed its name from Grenadier Midco 1 Limited
to Elysium Healthcare Holdings 1 Limited on 1 December 2016. The period of accounts represent: the. 11
weeks to 31 December 2016, with trading results reﬂectlng the 4% week period followmg the acquisition of
the operatlng subsidiaries on 30 November.2016.

Goinig Concerit
The going concern requnrements are set out in Note 1 to the-accounts — basis of preparation.

Dividends ‘
The:directors do not recommend the payment of a dividend.

Directors ‘
‘The Directors who served during the period and up to the date of SIang the finanicial statements were as

follows:

Joy Chamberlain (appointed 1 December 2016)

‘Quazi Haque (appointed 1 December 2016).

Mark Robson (appointed 7 Aug'u‘s’t 2017)

idriss-Soumare (appointed 10 October 201s, resigned 1 December 2016)
James Rivers (appointed 10 October 2016, resigned 1 December 2016)
Matthew Tooth (appointed 10 October 2016, resigned 1 December 2016).

Employee involvement

The Group nurtures commitment and excellence in its staff by encouraging the active:involvement of all staff
at all levels in.the orgamsat:on s primary objective of i improving patient care. Staff are encouraged to strive.
continually for improvements in all.aspects of the business and to be actlve members. of the team in which
they work.. All levels: of staff are encouraged to -engage in events held across the: UK 16 link in with patients.
and famlly and: dctively- contrlbute to the company. We- give. two-way internal communication high pnonty
with a-ward to board governance structire ‘and feedback:is actively sought.

We strive-continually to. get higher levels of staff retention, to. promote equality and diversity in our workforce,
and to support self-development where consistent with the organisation’s objéctives.

Disabled employees

The Group recognises that it has clear ‘obligations. towards all its employees and-the community at large to
ensure that people with disabilities are afforded equal opportunltles to enter employment and to progress:
within the Group.

In_ addition té: complylng with. the requirements of the Equallty Act. 2010, thé Group has ‘established’
procedures designed to provide.for:fair. consideration arid selection of disabled appllcants and to. satisfy their
training and career development needs Where employees become: disabled in the course of their
.employment, the Group will attempt to ensure they remain in employment by maklng reasonable adjustment
- to accommodate their dlsablllty
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Eiysium Healthicare Holdings 1 Limited

Directors' report (continued)
Forthe: penod ended 31 Decermber: 2016

Disclosure of information.to: audrtors ’ _
[Each of thé persons who are: Directors. at the time when this; Difectors! Report is approved has confirmed

:that

w _sofaras that. Dlrector is aware; there is no: relevant audst mformatlon of which' the Company and the
‘Group s-auditors are unaware and

» “that: Director has taken ali the: steps that: ought 6 have- been taken .as-a' irector in- order: to.be. aware
of: any--relevant audit: information and to establlsh that- the Company and' the Groups aiiditors are
aware'of that information.

Post: balance sheet events:
On:14:February 2017, the Group purchased the Raphaél Health Care Group by acqumng the éntire share

¢apital 6f RHC Graup (201"2) Ltd.

On 12 April. 2017, the Group.purchased the: entire:share ¢dpital of Sunfleur Limited, the-entire. share-capital
.of Sun_, wer Property SARL, the pital of Adderley ‘Green: Care Centre erlted and the entire:

share capital of Badby Stoke (Care Homes) Property SARL.

On 10 August 2017 the: Group purchased the: ent|re share’ capltal of Stanley House Limited. A
O 11 Algust 2017 the Grotp .p,u,rs:h,ase_d the:éntire share capital of Lighthiduse Healthcare Group Ltd.

Total consideration-for all of these transactions was £118m;

This report.was approved by:the board on: . Qq and signed on its behalf.
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EIysuum Healthcare Holdmgs 1 erlted

Independent-auditor’s reportto.the: members of:Elysium Healthcare: Holdmgs 1 Limlted .

Company'and the Company_
have formed.

& the StrategrcvReport and- the Dlrectors Report have been prepa u_‘dzln accordance wrth ap
legal requirements..

‘.the parent company f nanclalvstate”ents

} ag___” ment with ‘the accountlng records and
returns;:or: -

Page 10



& - certain disclosures:of Directors’.remunération:specified by law are not:made;or
% we have:not received all the information andexplanations we:require. for. our:audit;

tatutory auditor)

eLLP - | B

2% Sepleb~ ZD\F

Date:
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Elysium Healthcare Holdings 4 Limited

-Consolidated prof' t.and loss account
‘For the period ended 31 i-December 201 6

Turriower 2 ;
Cost of Sales: : : o (8,459).
Gross profit ; : T 3148

Adniinistrative expenses- (including:operating exceptional costs of £494,000)

Operatirig'loss

Profit.on disposal of land.

@ N W N

Interest payable. and similar expenses

Profif on ordinary activiies before taxation. L SR

Tax on.profit | @ 25

- There _were no:recoghised. gams and losses for: the penod other than those:included in the Consolidated:
profit:and loss account..

Ali:amounts related to-¢ohtifiuing operations.

The notes on pages 17 to 36 form part of these financial statements.
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Elysium Healthcare Holdings 1 Limited
. ‘Registered number: 10481896

Consohdated balance: sheet
Asat: 31 December 2016

2016
Note _ £000.
. Fixed assets
Intangible-assets o 10- 240,682
Tangible-assets : S 11 . 'l1;1_6_.~573
".Gl,!:,rr,enti assets
Stécks ' : : ‘ 13 89
Dbors 4 B 16689
Cashiatbank andinfignd - | 83606
Creditors-amauirits falling dué within one year ~ 16 (3347)

 Tofal assets less currentliabilifies - 4za068
Creditors amounts falling due after more than-one:year 17 (301,590)
Provisions for liabilties: 18 | (63,903

Netassets | | - 58675

Capital and resérves.
Calléd Up share capital - . 19 58,635
‘Profit:and los$ aecount : , 18 40

‘Shareholders’ funds;

The notes on'pages 17 t0:36 form part of these financial statemenis.
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' Elysium Healhcare Holdings 1 Limited

‘Registered number: 10481896

31 Décembe;
4 2016
Note £000
‘Nori:current assets. :
Investments. ~ 12 58,635
‘Debtors ‘ | ‘ 14: 31:664

Currentassets: ) _
Debters . . ‘ ' .15 45000

Total assets less current liabilities. - 135,299

* Creditors; .amounis: falling due after more than one year 17 o (76664)

Net assets

‘Capital arid reserves
Called up share capital ' 19- 58,635
Profit:and loss account. ' ‘ 18 -

Shareholders' funds . 58635

“the‘profit for the financial year deait with in the financial statémerits of the-parent Company was:£NIL.

Thé financial ,stétém%nts’ were-appioved and authorised for issiie-by the:board:and were:signed on.its'behalf:
on 27 Séprembier

WHM Robson
Director

The notes.on' pages; 17 16.36form part of these financial statemeiits.
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. At:16 November 2016

* Share issued in the: period-

Profit: for the period
At-31Decernber 2016

" At 16:°November:2016:

‘Share issued in the-period

Profit.for the periad:.
At 31 :Deceniber 2016

&

Elysium Healthcare Holdings 1 Limited

‘Consolidated statement of changes.in equity:

For the pefiod ended 31 December 2016

Called:up:share: Profit and 16s%:
capital - , ‘account

£000 £000

. 58,635,

Total shateholders
funds:
£/000.

| 58635 40

Company:statement of changes:in equity-
Forthe period ended 31 December 2016::

Clled qu’:ﬁs_hare ‘Profit-and loss
capital account.

£000: ' - £'000°

Total shareholders"
funds
“£'000:

58,635 . 58,635
- L
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Elysium.Healthcare:Holdings 1 Limited
Consolidated'statement of cashflows:
¢ 'Forthe period.ended 31 Décember2016
| 2016
£'000:

-Cash flows from operating activities.
Profit./ {los’s) for the financial period: ‘ : : 40
Adjustments.for:

‘Depreciation of propefty, plant and-equipment:
- Amatisation of intangible assets.

Inferest expense

Profit on the sale of tangible fixed:assets: ~

~ Taxation’ A )

Operating cash flow béfare mowment in‘working capital ’
Decrease /(increase) in:trade én‘.c_l;.;q-ghg,;;fgqé;;\,éble-% - o
Dé¢rsase / (increase).in invertories S o
In¢rease:/ (decrease).in payables ' )  agers

Increase./ (decrease)in deferred tax liability:

‘Cash:generated from operating activities.
‘Cash:flows from investing activities:
Agquisition of subsidiaries’ assets excluding cash ‘ (337;074)

‘Cash'acquired-on acquisition of subsidiaries | 3,789

Purchases of tangible fixed assets. ‘ A o (792)

Net cash frofi investing activites

Cash flows froiii-finaricing-activities
Isstie:of ordinary:share capital | | 58,635
Proceeds fiom financing of buildings: - ' ‘ 100,703
Repaymerit of borrowings: ' ~ {67:0185)
Repayment; of obligations- underfinance leases ' 29)
tpaid | 999)

Finarice fees incurred ' , sty

Borrowings - 276,000

Net'cash used:in financing:activites ' - 361,777

Netincreasel(decrease)in-cash and casheqivalents » T 83,608
Cash-and cash equivalents at beginfinig-6f the period : o o
| 83,808

Cash-dnd tash eqlivalents at erid of thié period
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Elysium Healthcare Holdings 1 Limited

Notes to the financial statements
For the perlod ended 31 December 2016 4

Accounting policies. |
General information and basis of accounting.

-Elysium Healthcare Holdings 1 Limited (the ‘Company’) is a private Company limited by shares.
incorporated in the United Kingdom under the Companies Act 2006 and is registered in England and
Wales. The address of the Company’s registered office is: 2 Imperial Place, Maxwell Road,
Borehamwood Hértfordshire; WD8 1JN.

The Company is the holding company of Elysmm Healthcare Holdings 2 Limited and its subsidiaries.
(collectively, the: ‘Group’). The principal activity of the: Company during the period was to act as a.
holding company. The. principal activities of the Group are the provision of mental health services,

including acute, secure; CAMHS, rehabilitation and neurological services predominantly: to the
National Health Servrce ¢ NHS) and in’ England and Wales

Statement of compliance

The Group and the individual financial statements of Elysium Healthcare Holdings 1 Limited have
been prepared in accordance: with- United Kingdom Accounting Standards, -including Financial
Reportlng Standards 102, “The Financial Reporting Standard appllcable in the United Kingdom and
the Republic of Ireland™ ( FRS102") and the Companies Act 2008:

Accounting policies

The principal accountlng policies applied in the preparation of these consolidated and separate i
financial statements are set out below. These policies have been consistently. applled to all ‘the
periods presented unless otherwise stated.

(a) Basis of p.rep,a.rat_idn'

modlf ed by the. recogmtlon of certam f nanclal assets and llabllltres ‘measured at fa|r value. The
functional currency of the Group i$ considered to be pounds sterling because that is. the ¢urrency of
the primary. economic -environment in which the Group ‘operates, All amounts in these financial
statements are presented in thousands of pounds Sterling (£ 000), unless otherwise stated.

The preparatlon of the financial statements requires:the use .of certain critical accountmg estimates.
It also- requires management to éxercise- its judgement in the. process of applylng the Group and .
Company accounting policies. The. areas involving a ‘higher degree of judgement or complexnty, or
areas where assumptlons and estimates are sugmf icant fo the financial statements are disclosed in
note 1.

The consolidated financial statements have been prepared on a going concern basis, which the
Dtrectors consider to:be appropnate having given- due consideration to clirrent tradmg forecasts.and
the various: facilities available to the Group. .

‘The Group has considerable: financial resources together with. Iong-term contracts with a number of
customers and suppliers across. dlfferent geographlcal areas. As a conseqguence, the Directors
believe that the: group is well placed to manage its business risks successfully desprte the current-
uncertain economic otitlook. .

At the year end the Group had a cash balance of £83 6m as well as undrawn debt faciliti€s, namely &
._£25m acquisition facility and'a £15m revolving credit’ facnllty Drawn bank debt at 31 December 2016
'is £127.5m.

Aftér making. enqumes the Diréctors have a.reasonable expectation that the Group has adequate

resources fo continue in operatlon existence for the foreseeable future. Accordingly, they contintie to
adopt the gomg concern basis in preparing the annual report and-accounts.
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‘Elysiumi Healthcare Holdings' 1 Limited’

Notes to:the:financial statements
For:the:period-erided 31 December 2016

;Accountmg pol:c:es (contmued)

A roup has ,adequat | ) CE
future Further information .on'the Group S avallable borrowmg facilities:can:be: found in the strateglc

‘report.

disclosing. its indiv e parent:
Company was:ENIL. '

Ba,sis»-:o‘f' c9ﬂ§OliQ§ti9n‘-

Busmess combinations: & goodwﬂl

The cost of:a buslness combmatlon is: the fair value of the conmderatnon glven llabllmes mcurred or

: ¢ ; p respect of sefvices proillded but not yet .
mvonced by the penod end is: mciuded wnthm'_accrued mcome




Elysium Healthcare Holdings 1 Limited

Notes to the financial statements
For the' perlod ended 31 December 2016

Accounting policies (continued)
‘[anglble Fixed Assets

Tangible asséts are stated at cost or valuation, net of depreciation and any provision for impairment.
Deprecnatzon is" provided and recognized in the prof t and loss account on all tangible fixed assets,
other than investmenit properties andfréehold land, at rates: calculated to write off the cost or
valuation; less estimated residual value, .of each- asset on a straight-line basis over its expected
useful life, as follows: :

Freehold buildings - 50 years

Leasehold land and buildings - terfm of lease

Plant and machinery - 7to 10 years strarght line
Motor vehicles - 4 years straight line.
Fixtures & fittings - 5.to 10 years straight line
Computer equipment A + 3 to 7 years straight line

Assets in the course of construction represent: the direct costs of purchasing, constructlng and
installing property, plant.and equipment ahead of their productive use.

Residual value represents the.estimated amount which would currently be-obtained from disposal of
an asset, after deducting estimated costs of disposal, i the asset were already of the-age and in the
condition-éxpected at the end of its useful Ilfe

Assets held under finarice leases are depreciated over their expected useful lives on the same basis
as owned assets.

The gam or loss arising on the disposal or scrappage of an asset is determined as the difference:
befween the sales proceeds and the carrying amount of the asset and is recognised in the profit and

loss.
Financial instruments

Financial assets and financial liabilities are recognised when the Group becomes a party to the
contractua! provisions of the instrument.

Financial liabilities and equ:ty instriments are classified according to. the substance of the.
contractual arrangements entered.into. An equity instrument is any contract that evrdences artésidual
interest in: the assets of the Group after deducting all of its liabilities.

(i) Finahcial assets and liabilities

All financial assets and Irabllrtues aré: initially. measured at transaction price (including’ transaction
'costs) except for those financial assets classified as at fair vallie through profit or loss, which are-
initially measured at fair value (which is normally the transaction. price excludmg transaction costs),

uriless the, arrangement constitutes a financing transaction, If an arrangement constitutes a fi inancing-
transaction, theé financial -asset or: financial Ilabllny is measured at the ‘present. value of the future:
payments discounted at a markét rate of mterest for & sifmilar debt rnstrument

Financial assets and liabilities are only offset in the. statement of financial’ position when, and. only.
when- there. exists a legally enforceable right to set off the recognlsed amouints and the - Group,
intefids erther to séttle on-a-net basis, or to.realize the asset and settle the liability simultaneously.

Debt mstruments which meet the following conditions of being ‘basic’ financial instruments as
defined in paragraph 11.9 of FRS. 102 are subsequently measured -at amortised. cost using the
effective interest-method, .

Debt instruments that have no stated rnterest rate (and do not constitute fi nancmg transactlon) and:
-are. classified as payable or receivable wrthm one year are: rnltrally measured at an’ undiscounted
amount of the: cash or other consrderatuon expected to be-paid or received, net of impairment.
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Elysium Heaithcare Holdings 1 Limited

Notes to the financial statements
For the perlod ended 31 December 2016

Accountlng pohmes (continued)
Financial instruments (continued)

Other debt instruments :not: meeting conditions of being ‘basic’ financial instruments: are measured at
fair value through profit or loss.

Commitments to make and receive loans which meet the conditions- mentioned above are measured
at cast (which may bé nil) less impairment.

Financial assets are. derecogmsed when and only when a) the contractual rights to the cash flows.
from the financial asset expire or are settled, b) the Group transfers to another party substantially all
of the risks and rewards of- ownership of the financial asset, or c) the Group, despite-having retained
some, but not all, sugmﬁcant risks and rewards. of ownership, has ‘transferred control of the. asset to.
another party.

Financial liabilities :are derecognised only when the obligation specified in the contract is discharged;:
cancelled or expires.

(ii) Investmenits

In the Group and Coimpany balarice sheet, investments in subsidiaries aré measured at cost less
impairment.

(iii) Debtors

Debtors are |n|t|ally measured at transaction price including any transaction costs and subsequently
measuied at amortised cost usung the effective:ifiterest. method, less any impairment lossés, and are
- assessed for indicators of impairment at each balance sheet date.

(iv) Equity-instruments

Equity instruments issued by the Company-are - recorded at the fair value of cash or other resources
received or recéivable, net of direct issue costs.

Leases -

During the period the Group entered into a number of sale and leaseback arrangements' for the
disposal of the freehold land and at the same time entered into a-125 year term finance lease for the
bunldmgs and dn operating lease of the same. term'for the rental of the land. The resulting profit
arising on the dlsposal of the freehold. land has been recognized - in exceptlonal items. The
apportionment of the disposal proceeds between the freghold land interests and the buildings has
been based upon external professional valuation advice and upon which the fair values were based
at the time the Group acquired its’ interest in'the subsidiary undertakings:

Assets held under finance leases, -hire purchase contracts and other similar arrangements which
confer nghts and obllgatlons similar to those attached t6 6wned- assets; -are. capitalised as: tanglble
fixed assets at the fairvalue of the leased asset.(or, if lower, the present value of the minimum léase
payments as determined at the inception of the: lease) and are depreciated over-the shorter of the
lease terms and their useful lives. The. capital elements of future lease obligations are recorded as
liabilities, while the:intérest-elemeiits are charged to the prof it and loss account over the penod of the
leases to produce a constant periodic rate of interest on the remainirig: balance of the liability.

Where land-and buildings are held under. leases: the accountrng treatment: of the land is considered
separately from that of the buildings..

Rentals urider operatirig leases are charged on a straight- -line basis over:the lease term, .even if the
payments: aré not made on such a basis. Benéfi ts received and receivable: as:an mcentlve to srgn an .
operating | lease are similarly spread ona stralght-llne basis over the lease term.
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‘Elysium Healthcare Holdings 1 Limited

~ Notes to the financial statements
.For the perlod énded 31 December 2016

Accountmg policies (continued).
JAmpairment of assets. -

Assets, other than those meastired at fair value, are -assessed for indicators -of lmpalrment at each
balance sheet date. If there is-objective evidence of impairment, an |mpa|rment loss is recognised in
profit-or loss as descnbed below.

Non-Financial assets

An-asset is impaired: where there is. objective evidence that, as a result of one or more events that
‘occurred after initial recognition; the-estimated fecoverable value of the asset has been reduced. The.

recoverable amount of an asset is the hlgher of its fair value [e8s costs to sell and its valiié in use.
\

‘The recoverable amount of goodwill is derived from measurement of the present value of the future
cash flows of the cash-generatmg units. of which the goodwill is a part. Any impairment loss in
respect of a CGU is allocated first to the goodwill attached to that .CGU, and then to other assets
within-that CGU on @ pro-rata basis.

Where indicators exist for a decrease in impairment loss previously recognised for assets other than
goodwill, the prior impairment loss is tested to determine reversal. An- impairment loss is reversed-on
an individual impaired  asset to the extent that the revised: recoverable value does not lead to-a
revised carrying amourit higher than the carrying value had.no impairment. been recognised. Where
a reversal of impairment-occurs in respect of a CGU, the reversalis applied first to the assets of the
CGU; except for goodwill, on a jpro-rata basis. lmpalrment of goodwill is never reversed.

‘Financial assets-

For financial assets carried at amortised cost, the amount of impairment is the difference between
the asset’s carrying-amount and the present value of estlmated future cash flows, discounted at the
financial asset's onglnal effective mterest rate.

For financial assets carried at cost less impairment, the impairment loss is the differerice between
the asset's ¢arrying amount and the best estimate of the amount that would be received for the asset
if it were to be sold at the reporting date.

‘Where indicators. ‘exist for a decrease. in impaimment Ioss, and thé detredse can be related
objectively to .an event occurring after the |mpa|rment was recognised, the prior impairmierit loss is.
tested to determine reversal. An lmpalrment loss is reversed on an.individual: |mpa|red financial asset
5to the extent that the revused recoverable value does not lead toa rewsed carrying amount hlgher

Stocks

‘Stocks are stated at the lower-of cost and net realizable value. Cost is calculated usmg the FIFO:
(fiest-in, first-out) method. Net realizable. value represents the estimated selling price less all
.estlmated costs of complétion and costs to be mcurred in marketing, selling and distribution..

Taxation.

Current tax, including UK corporation tax and foreign'tax, is provided, at amounts expected to be: paid
(or recovered) using-the tax rates and- Iaws that have-been enacted or substantively enacted: by the
balance sheet date..

A provnsnon i§ récognised for those matters fof which the tax determination is uncertain. but it is
considered probable that'there will be a future outflow of funds to a tax authonty The. provisions are
measured at the best estimate of the amount ‘expected to. become payable The assessment: is
based on: specnallst mdependent tax: advice.

Page 21
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iNotes:to the financial statements
Forthe. penod ended 31 Decembe 2016

~;Accountmg pOllCleS (contmued)

'Taxation (contmued)

:Deferred -tax ls':recogmsed in respect of all ttmlng d:fferences thatlhave orlgmated ‘butnot reversed. at
. AR . i< tha ; o
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Notes to'the financial statements
Forthe perlod ended 31 December 2016

Accounting pol:cues (contmued)
Employee benefits

The: Group -provides a.range of benefits to employees, including annual bonus arrangerents, paid
holiday arrangements and.defined contribution pension plans.

(i) Short-term benefits.

Short tefm benefits, mcludmg holiday’ pay and other similar hon-monhetéry benefits are recognized as
-an expense in the penod in-which the service is. recenved

(i) Pensions

The Group operates a'defined contribution plan. for its employees. A defined contribution plan is a
pension plan under which the: Group pays: fixed contributions into a separate entity. Once the
contributions have been pa:d the. Group has no firther payment obligations. The contributions are
recogmsed as an expense in the profit or loss when they. fall- dué. Amounts not paid aré shown in
accruals as a hablllty in the balance sheet. The assets of the planare held separately from the Group
in independently administered funds. -

Provisions
Provisions are’ recogmsed when the Group has a present Iegal or ¢onstructive obllgatlon as a resutt

_of past events; it is probable that a transfer of ecoriomic: benefits will be ‘required to settle the '
- obligation, and a reluable estimate can be made of the amount of the obligation.

The afmount recognised as @ provision is the best estimate of the consideration required to settle the
present obligation at the balance sheet date, taking into. account the risks and uncertainties
surrounding the obllgatlon ‘Where a provision is measured using the cash flows estimated to séttie
the present obligation; its carrymg amount. is the: present value. of those cash flows (when the: effect
of the time value of imoney is material). :

When some 6r all of the economic benefits required to settie a provnslon are -expected to be.
recovered from a third party, a receivable is recognised as an asset if it is virtually certain that
reimbursement will be received and the amount of the receivable can be:measured reliably..
Exceptional items '

FRS: 102 sets out the 'feilowin'g parainet_erS‘fo_r' the disclbs;ur’e of material sums:

'comprehensnve mcome (and in ‘the mcome statement if presented) when such presentatlon IS
relevant to:an understandmg of the entity’s fi nancial performance.

Wheii itefns included in total comprehensive income are material, an entlty shall disclose their naturé
and amotint. separately, in the statement of comprehenswe incorme (and in the income statement, if
‘presented) or’in' the notes.

Page 23
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Notes to the financial statements:
For the period ended 31 December 2016

Accounting pollcles (continued)

Critical accounting judgements

In preparing the financial statéments, the Directors are required to make. significant: judgements
concerning the future. The principle areas- of the financial statements where judgements have been
made are:

(i) Apportionment of disposal proceeds.in the,sale leaseback transactions

During the. period the Group entered into a number of sale leaseback arrangements for the disposal
of the freehold land and buildings and at the. sarrie time entéred irito a 125 year term finance lease
for the buildings and an operating lease of the sarie term for the rental of the lands. In determmlng
the split of the. proceeds between the land and buildings management has made assumptlons and
made. reference to the professional valuation ‘advice and the fair values determined in arriving at the
valuation of the tangible assets.

(ii) Valuation of tangible and intangibles acquired in business combinations

As part of accounting for business combinations, management has made a number of assumptions

in determining the valuation of both the tangible and intangible assets acguired. This has included

the split of land & buuldmg valuations, the fair value of the .NHS contractual arrangements and
relatlonshlps acquired i the busihess combinations mcludmg the estimation of the value of the cash
flows related to those arrangements or relationships as ‘well as a suitable discourit rate in order to
calculate the present values, v .

Key sources of estimation uncertainty

In préparing ‘the, financial statements, the Directors are required to make estimates concerning the
future, The resultlng accountmg estimates will, by definition, seldom equal the related actual results
and could result in a change to the estimates in the next or future financial years. These estimatés
will-also have a knock on impact on the tax charge for the period, The principal areas of the financial
statements where estimatés have been made are: :

(i) Impaimmienit of fixed assets.’

At each reporting date, fixed assets, including goodwill, mtanglble assets and tangible assets, are

reviewed to determine whether there is any indication that those assets have suffered an impairment
loss. in. determmmg whether there is. an mdlcatlon of impairment a number of factors must be
considered, including an estimate of the future ecoriomic benefi ts that can be delivered from those
cash:generating units, current market conditions and the selection of approprlate discount rates in-
order to calculate the net present. value of those cash flows. A 7% decrease. in the EBITDA growth
rate would resuit.in.an impairment .of £8m:.

(ii) Provisions

Provision has bgen made for certain construétive legal obligations, dllapldatlons and. other
contmgenmes These prov:suons requlre management's best estlmate of the costs that WI|| be,

flows ‘and the dlscount rate .used . to establtsh net present value of the obllgatlons requlre‘
management's judgement. For legal provisionsthe risk relates to volume of claims incurred but not
reported but that exposure. is limited to: on average: £30,000 pef claim with: up to:a total of c.
£330,000 per.annum. See also-note 18.
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“Turnover

“The-whole-of-turnover is ‘attributable to the provision .of healthcare : ‘services undertaken in the: Unlted

,ngdom therefore there is only:-one:class of business.
5G_Qér§tih’§ fflﬁ',s':;s] s

The operating loss is stated after charging

Deprecation of tanglble=ﬁxed assets’

Operatmg lease rentals

Auditors” remuneration

Fees payable 16 the: Groups audltor for’ the audrt ofithe Groups aniual-

accounts

‘Employees:

‘Staff costs, including Directors’ fefiineration, were as; follows:

Wages and- salanes

Cost of deﬁned contnbutlon scheme

Seri _df_ 16 _November to

Period 16 November to
31 December.

2016

£000

. 488

Petiod: 16 November
to: 31 December
2016

£000

5,854
549

The average monthly Aiiberof efployees, incliiding directors dufing:the. period was as follows:

Admmlstratlon
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Elysium Healthcare. Holdings 1 Limited ‘

. Notes to the financial statements;
Foi the penod ended 31 Décember 2016

Directors’ remuneration

Period 16 November
to 31°‘Décember

2016:

£:000

- Directors" emolumerits: . ) - - 55
Company céftributions to, défiried contribution pension schemes. 2

During the, perlod retirement benefits were accrumg to 1 Director:in, réspéct: of def' hed: contnbutlon
fpensuon sch EMES.

'The_hlghest pald Dlrector in‘the: perlod received: remuneration of £33, 080 and:did not exercise any.
share optlons in: the year: and had no share recelvables under- Iong-term mcentlve schemes

f;Except!onalvexp.ense.s

Period 16 Novembéto-
31 December

2016
£'000:'
Recognised in arfivinig at operating profit »
Professionalfees : 218
Rebranding expenses ' : 126
Pre-Gperiing costs. .49
."Recogmsed below:operating profit:
Piofit ondisposal of land ' 2,542
_2,9%

to a niimber of sale and'leaseback : arrangements that were
ie accounting pollcy on: leases in note 1.
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Elysium Healthcare. Fibiaihgsv 1 Limited

© Notes to the. ﬁnanclal statements
‘For the: perlodxended 31-December.2016

lnterest payable and’ snmllar expenses.
Period 16 November to
' .31-December
2016'
£'000”

Interest payable on:bank:{oan ' | 825
inferést on.loan notes ' - '
Interest payable on firiance leases:

Fingnice fees:

Taxation: :
Péricd 16 November
10.31'December
2016
£000-

Currénttax
"UK: corporation tax

-Deferred tax
) _(39)
(39)

(29) |

\

‘Thigre is:fo:-expiry:date o timing difféfences, unused tax losses:or tax credits:
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Elysium Healthcare Holdings 1 Limited..

. Notes to thé financi
‘Forthe period ‘ended31: De
9. ‘Taxation (continued)

Period 1'6 Nowember
t0:31 December

iPrQﬁiron?orc_!inary activites: before tax - . L . 1"

Profit'on erdinary sctivies multiplied by:th standard fate of corporation tax -
inthe UK of 20% - . ' ' ‘ 2
Effects:of:
Inelilgible anortisation T
Fixed.Aseet differenices S * . ’ (@s6)”
Capital gains/(losses). i | 469
Adjustments‘to tax.ratess ' (@57):
. Othertax adjustients, reliefs andtiansfers: B @8
Total tax ¢harge / (credi) for the. year ’ e @9
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10.

Elysium Healthcare Holdings 1 Limited:

- ~ Notes to the financial statements

For the period ended 31 December 2016
lnt'engib'le fixed assets

On 1 December 2016 the Group acquited 100% of the: share capital of Elysium Healthcare Limited,
Elysium Healthcare No. 2 Limited and Elysium Healthcare No. 3 Limited for consaderatlon of £337.1m..
All three companies are registered in. England and Waleés.

Goodwill
Customer
Relationships Goodwill Total
.Group: S £'000 £000 -~ £000
Cost
At 16.November 2016 - - -
Additions 128,400 113,288 . 241,688
At 31 December 2016 " 128,400 ~ 113,288 241,688
Amortisation.
At 16 November 2016 - - -
‘Charge for the period L (535) _ (471) (1,008)
At 31 December 2016 ~ (535) ‘ (@71) _(1,006)
Net book value
At 31 December 2016 127,865 . 112,817 240,682
At 16 November 2016 i T - ' -
Book " Provisional fair
valye value adjustment Fair value
£000° £:000 £000
 Tangible fixed asséts 340,604 (187,717) 152,077
Intangible fixed asséts - 128,400 128,400
Debtors 12,211 12,211
Cash 3,789 . 3,789
Creditors including provisions. (11,440) @127y (13,567)
Deferred tax: _(23,089) (36,925) (60,014)-
Net assets 322,165 (98,369)" 223,796
Consideration | 337,084
Goodwill 113 288

Provisional fair value adjustments

A. valuation of the Groups freehold :property. was -carried out by profess:onal valuation spemallsts
resultlng in its ‘carrying value'being reduced by £187. 7m to £153.0m. The valuation was provnded in

accordance with the RICS valuation professional. standards and was based on-the market vaiue with
-spec;al assumption of Vacant possession.

A valuation of the: Group s mtangtble fixed-assets was carried-out by professional valuation ‘spgcialists

_based on the falr value at’ the -acquisition date. lntanglble assets identified' were- customer relatlonshlps
and these were valued using; ‘the muilti- period’ excess earnings method (or MEEM).

Both fair value adjustments were based ona number of mputs some of which weré unobservable, and
asa consequence tely on a hlgh degree of professional judgement and therefore contain a margin for
error.
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Fixtiires

and'fittings:
£000:

24,359
67

‘Elyslum:Healthcare Holdings 1 Limited

{Notés to the financial statements:

For theperiod.ended:31 December.2016

128,404. 1,485
260 ‘39
(36;355): ,

Mator

Aehicles

£000

“Computer

‘Eguipment.

£000.

1;392
114

Totat
£'000

1 55-,‘973

790
(36,355):

117,473

T 21,426

—one T iER

LU 857

1

33

840

a8 »

R oo

L

840

Net book:vélue
At:31. December 2016

24,338

92;158 1277

1

1473

116;573

At 16:Novernber:2016 . =

iNet book-value of Land and buildings:at'31 December 2016 i§ £62,158,000. Of this. amount, £467,000is fréehald and £91:694,000'is fong leasehold.
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Elysiti Healthcare Holdings:1-Limited:

Notesto the fina ' ‘
‘For. the’ penod ended.:.31: Dece ber'201 6

12, Fixed assetinvestments:

compames-
£000

-

58,635

:A: 31 December 2016

. 58635

Net book value .
At;wﬁNmemb'er.:zmq ‘ . : R

‘Subsidiary. undertakings

Thie-followiiig were subsidiary undertakings of the Company: :

altheare Property nited E e
ealthcare: Propgity éd’ England ‘and:Wales

+ Held direcﬂy:by-Elys’ium: Healthcare Hdl&i‘ﬁ'g§ 1 ?i;fﬁijfﬁ"itéa’._,

ss: 2 Impérial Place; Maxwell:Road,

13, ‘
o Groiip: " .Company
2016 2016
£'000 £000.

Food, pharmaceuticals and othief-consuftiables I #

Stockrecognised:in cost of sales during the:period'as anexpense was £125,192.
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16.

“Trade creditors _ - v 439 -

Elysium :HealthcareFH'oldings 1 Limited:

A _Notes to the financial statements .
For-the périoc | ended-31 December 2016

amunts falling due in greater thafi one year

‘Group Comipany:
2016 2016:
£000 - £000:

Afripiints owed by group undertakings. S 31,664

© 31,664

y Elysnum Healthcare

The amourits.owed by:group.companies is:comprised. of |
‘Holdings. 2:Limited: The:loan notes are unsecured_ and
feceivable at:10% pera i,-dcéruing ona day to day basis:and:if'u

due: on.the earlier of

of each fi nancnal year. The Ioan notes fail: i [ :
repayment date of 30 Novem er-2026. The interést acciued atithe end of the. perlod totalle d £664 000

: Débt)di',é‘:' amounts falling due'within one yeéar

Group Cornpiany.

2016 2016

o .. , ' £000 /£000

Trade debtors: ‘ o 12,481, -
Amounits owed by group, undertakings 45,000
Prepaymeits and acciued income: - -

Other debtors: o 808

45 ooo“‘

nts owed : v s is O The amount is.
unsec iréd ‘lnterest frée-and repayable on: demand

Creditors: Amounts falling die within one year

Group. Company-
2016 2016
£000 £1000:

o 1,710 ox
Other’ taxatlon and social secunty ’ 2 315. -
Other creditors i

Accruals: and deferred-income : 10-316.. N

Amounts owed to group undertakir

;company Th|s amount is unsecure__, .
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17. * Creditors: Amounts ;f_ail,-n,s-dyea_u,n ;g‘raater--than one year

“Company.
20 16-

AMBLRtS ¢ Wed to‘group companies:

Long term Iease credltors

132 985 -
{(5,447) =

256,690 31664

‘sale or listing-of the Group or payr
’end of the period totalled £664 00,‘: '

As at 31 Degeribeér 2016, the Group: hag'the: followmg avallable borrowmg facnlmes

"£133:miflion‘term “B” facnllty commltment

£25 million ‘acquisition fagility commitment., and;

" £15 million fReleViﬁg ‘c‘re-dit*#ac‘il’ity“("R"c:”lf"‘)'
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Elysiuim.Healthcare Holdings 1 Limited

Notes to the financial: statements: -
For the period ‘ended 31 December 2016

Creditors: Amounts falling due in gr'e_atér:than:'one.‘rve'a'n5:(Ac0.,nfﬁhued‘)

Long term lease credntors

: Flnance Ieases are repayable as follows:

Minmum:iease payments
Wlthln one-year

_"econd to fith years. | mclusuve
After five years

=L ire finance charges
Presénit value of Iease obllgatlons

[Presentvaiug of minimum léase payments:

‘Within one year \
In the second to.fifth: years mcluswe

Aﬂer five years;

Present value of lease: obhgatlons

Finianice lease créditors
Within one yea
After more than ong year

Provisions for ifabilities

Group:

At 10: October 201 6

The deferred tax li

A@gei’érated ¢apital:allowances:
Tax'loss€s camed: forward

‘Short term timing. differences:
@bgrsﬁablfz,»galms. hieldirolled Gver

Page:34-

inspection

.Group,
2016:
£000:

3,352

' 13,392-

3.352
.. 97,388
100,740,

cac

obligations- éiaims: Deferred tax; Total
£000- -£000. £000 £000,

1,128 2,800

ity 1§ made:Up:asfollows:

1,128

Group  Company
2016 2016
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20.

2.

22,

EIVs-um Healthcare Holdings: 1 Limited:

2016
.giqopi

Reserves
Profit:and loss account -

The:profitand loss accaunt includes all current’and:priofpériod retained profitand losses:

Capital commitnignits

At 31 December 2016 the Group had ¢apital commitments asfollows:

‘Contracted foi bt fiot: provided in these,financial statements: . 1,456 -

:I”fensionfcomm,i‘fm‘en't‘s‘;

d‘m credltprs
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Elysium Healthcare Holdings 1 Limited

Notes to the financial statements
For the period ended 31 December 2016

Commitments under operating leases

At 31 December 2016 the Group had future minimum lease payments under non-cancellable
operating leases as follows:

Land and buildings Other
2016 2015 . 2016 2015
£'000 £'000 £'000 £'000
Within 1 year 1,317 ' - 20 : -
2-5years - 5,270 .- . 12 -
Greater than 5 yéars 158,096 < - -
' 164,683 - 32 -

Post balance sheet events

On 14 February 2017, the Group purchased the Raphael Health Care Group by acquiring the entire
share capital of RHC Group (2012) Ltd. This acquisition was partly financed by drawing down on an

" existing debt facility of £22m and using existing cash in the business.

On 12 April 2017, the Group purchased the entire share capital of Sunfleur Limited, the entire share

* capital of Sunflower Property SARL, the entire share capital of Adderley Green Caré Centre Limited

and the entire share capital of Badby Stoke (Care Homes) Property SARL. This acquisition was
financed by third party bank debt. '

On 10 August 2017 the Group purchas‘ed the entire share capital of Stanley House Limited. This
acquisition was financed by intercompany Loan Notes.

On 11 August 2017 the Group purchased the entire share capital of Lighthouse Healthcare Group Ltd.
This acquisition was partly financed by intercompany Loan Notes and third party bank debt.

Total consideration for all of these transactions was £118m. .

Related parties and related party transactions

The Group has subscribed to loan notes issued by the immediate parent undertaking and
management during the year. The amount outstanding is disclosed in note 17.

The Directors. of the Group received remuneration in respect of their duties, details are disclosed in
note 6.

Controlling party

The immediate parent undertakmg is Elysium Healthcare Group Limited, a company mcorporated in
Guernsey.

The ultimate parent undertaking is P Health S.A.R.L., a company incorporated in Luxembourg which is
controlied by funds advised by BC Partners LLP. The Directors consider there is no ultimate
controlling related party.
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