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NIHG South West Health Partnership
Limited (Registered number: NI072130)

Strateglc Report
for the Year Ended 31 December 2020

The directors present their strategic report for the year ended 31 December 2020.

Principal activities

The principal activities of the Company comprise the design, construction and operation of an acute hospital facility in
Enniskillen. The Company's operations are managed under the supervision of its shareholders and funders. They are
largely determined by the detailed terms and the key performance indicators in the PFI contract with the South Western
Health and Social Care Trust (the Trust). They were also determined by the subcontracts with FCC Elliott Healthcare
Limited who supplled the construction services and Mitie (Facilities Management) Limited, who supply the facilities
maintenance services throughout the life of the concession.

Review of the business and future prospects

The Trust has entered into the Project Agreement with the Company to develop facilities on the site and secure the
provision of the services in order to improve the quality and efficiency of the services provided by the Trust. The
Enniskillen Hospital Project is scheduled to last for a period of 33 years beginning with the design and construction phase
which commenced in May 2009 completed in May 2012 and was followed by the operation phase that began in June 2012
with completion at the end of 2042.

The success of the Company is measured first and foremost in terms of cash flow and adherence to the agreed financial
model. The project as a whole is expected to have a positive Net Present Value.

Gross profit increased from £1.9m in 2019 to £2.4m in 2020 largely as a result of a historic refund to the Trust in 2019.
This resulted in the loss for the year of £0.6m similar as 2019, which is primarily due to increased financing costs. The
increase in interest payable is due to compound interest becoming payable on shareholder loan notes. Administrative
expenses including management fees, general administrative costs and insurance totalled £1m, compared to 0.8m in 2019.
The cash and cash equivalents position remains very strong with a balance of £23.5m at the balance sheet date compared to
£23.2m in 2019. The cash balance is in accordance with the financial model and our expectations. As contractually
required, accounts are funded in accordance with the Credit Agreement with the lenders.

The directors view overall performance as satisfactory and expect to continue to meet financial targets.

The Company is a Special Purpose Vehicle created solely to deliver this project. Therefore the principal activities as
detailed above are low risk as trading relationships with the Company's customer, funders and sub-contractors are
determined by the terms of their respective detailed PFI contracts. For this reason the directors believe that further key
performance indicators are not necessary or appropriate for an understanding of the performance or position of the
business.

Whilst competitive forces do not exist within the Company's market, its main exposure is to financial risks.
The directors are not aware, at the date of this report, of any likely changes in the Company's activities in the next year.

The World Health Organisation declared the COVID-19 outbreak a health emergency on 30 January 2020 and a global
pandemic on 11 March 2020. Many actions taken by the UK Government and the private sector to respond to the outbreak
followed these announcements. A review of the financial impact on the Company in responding to COVID-19 has been
assessed as low. This is because the Company is still able to provide the services required under the Project agreement as
the sub-contracted Facilities Management company are still able to provide the necessary services as the work is deemed to
be essential and the persons delivering those services deemed to be key workers, as confirmed by a guidance note released
by the Infrastructure and Projects Authority on 2 April 2020.

Since the COVID-19 outbreak, the customer, Western Health & Social Care Trust, has continued making unitary payments
in accordance with the guidance included in the Infrastructure and Projects Authority guidance note. >
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Strategic Report
for the Year Ended 31 December 2020

Principal risks and uncertainties

Interest rate risk:

Exposure to interest rate risk was hedged at the inception of the project by swapping the majority of variable rate debt into
fixed rate through the use of interest rate swaps.

Inflation risk;:
Exposure to inflation risk (which impacts unitary payments received from the Trust) was hedged at the inception of the
project by entering into a fixed rate RPI swap to restrict exposure to future RPI fluctuations.

Liquidity risk:

The Company adopts a prudent approach to liquidity management by maintaining sufficient cash and liquid resources to
meet its obligations. Due to the nature of the project, cash flows are reasonably predictable and so this is not a significant
risk area. i

Credit risk:

The Company receives the bulk of its revenue from a NHS Trust covered by a Deed of Safeguard between itself and the
Department of Health (formerly The Department of Health, Social Services and Public Safety) and therefore is not exposed
to significant credit risk. Cash investments and interest rate swap arrangements are with institutions of a suitable credit

quality.

Commercial risk:

The Company manages commercial risk through ongoing monitoring of activities and taking appropriate corrective action
to resolve any issues arising. The project is subject to a performance management system maintained by the Trust and this
is reflected in the arrangements the Company has entered into with its subcontractors.

Approved by the board and signed on its behalf by:

&

R Thompson - Director

17 November 2021
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Directors' Report
for the Year Ended 31 December 2020

The directors present their report with the financial statements of the Company for the year ended 31 December 2020.

Results and dlstrlbutlons
During the year ended 31 December 2020, the Company has performed ﬁnanc1ally in accordance with expectations and
recorded post—tax loss of £580k (2019 loss: £453k).

Financial l‘lSk management objectives and pohcles
Information in relation to financial risk management objectives and policies is included in the strategic report.

Dividends ;
No dividends will be distributed for the year ended 31 December 2020 (2019: Nil).

Future develbpments
An indication of likely future developments in the business of the Company is included in the strategic report.

Events since the eind of the year
Information relating to events since the end of the year is given in the notes to the financial statements.

Directors
The directors during the year under review and up to the date of this report were:

J S Gordon - resigned 2.10.2020

R Thompson

L W McKenna

M Templeton - appointed 2.10.2020

The directors holding office at 31 December 2020 .did not hold any beneficial interest in the issued share capital of the
Company at 1 January 2020 (or date of appointment if later) or 31 December 2020.

Directors' indemnity insurance
Certain directors benefit from qualifying third party indemnity provisions in place during the financial year and at the
date of this report.

Use of financial instruments
Further information about the use of financial instruments by the Company is given in note 15 to the financial statements
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Directors' Report
for the Year Ended 31 December 2020

Going concern

The Directors have reviewed the Company's projected profits and cash flows by reference to a financial model covering
accounting periods up to 2042. The Company has considerable financial resources together with long-term contracts with
the South Western Health and Social Care Trust. As a consequence, the directors believe that the Company is well placed
to manage its business risks successfuily. Further detail can be found in the accounting policies going concern note.

During the year ended December 2020 and since this date there have been a number of issues in respect of service failure
points accrued under the payment mechanism provisions in the Company's agreement with the South Western Health and
Social Care Trust which breach certain thresholds within the Company's lending agreements. The Trust and the Directors
are working towards agreements to reduce the risk to the Company and the lenders have confirmed that there is no
intention to terminate the loan agreements.

The directors have specifically considered the matters above in respect of the Events of Default under the terms of the
Common Term Agreement. The directors are working on finding a resolution to the Events of Default under the Common
Term Agreement. Any waiver of the Events of Default or variation to the terms of the Common Terms Agreement are
subject to approval by the lenders. The directors confirm that they do not intend to liquidate the company or cease trading
as they consider they have realistic alternatives to doing so. The company is in a net liabilities position due to the inclusion
of the hedge reserve on the statement of financial position and this will unwind completely over the term of the hedge.

The Directors consider that despite the Events of Default attached to the existing financing the Company can maintain
sufficient liquidity over the next 12 months, and that it is accordingly appropriate to adopt a going concem basis for the
preparation of these financial statements. The directors acknowledge that the non waiver of the Events of Default indicates
the existence of a material uncertainty, which may cast significant doubt on the company's ability to continue as a going
concern, and, therefore that it may be unable to realise its assets and discharge its liabilities in the normal course of
business

The directors have reviewed the balance sheet position at 31 December 2020 together with the company's forecasts and
projections, taking account of reasonably possible changes in trading performance and believe that it will not impact on the
ability of the company to continue trading for at least 12 months from the date of signing the annual report and financial
statements and have therefore prepared the financial statements on a going concern basis.

COVID-19

The World Health Organisation declared the COVID-19 outbreak a health emergency on 30 January 2020 and a

global pandemic on 11 March 2020. Many actions taken by the UK Government and the private sector to respond to the
outbreak followed these announcements. A review of the financial impact on the Company in responding to

COVID-19 has been assessed as low. This is because the Company is still able to provide the services required under the
Project agreement as the sub-contracted Facilities Management company are still able to provide the necessary services as
the work is deemed to be essential and the persons delivering those services deemed to be key workers, as confirmed by a
guidance note released by the Infrastructure and Projects Authority on 2 April 2020.

Since the COVID-19 outbreak, the Trust have continued making unitary payments to the project company in
accordance with the guidance included in the Infrastructure and Projects Authority guidance note.

Statement as to disclosure of information to auditor

Each of the persons who is a director at the date of approval of the annual report confirms that so far as the directors are
aware, there is no relevant audit information (as defined by Section 418 of the Companies Act 2006) of which the
Compary's auditor is unaware, and each director has taken all the steps that he ought to have taken as a director in order to
make himself aware of any relevant audit information and to establish that the Company's auditor is aware of that
information.
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Directors' Report
for the Year Ended 31 December 2020

Auditor ) ] .
The auditor, Deliotte (NI) Limited, have expressed their willingness to continue in office as auditor and will be proposed
for re-appointment at the forthcoming Annual General Meeting.

Approved by;the board and signed on its behalf by:

R Thompson  Director

17 November 2021
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Directors' Responsibilities Statement
for the Year Ended 31 December 2020

The directors are responsible for preparing the Strategic Report, Directors' Report and the financial statements in
accordance with applicable UK laws and regulations.

Company law requires the directors to prepare financial statements for each financial year. Under that law the directors
have elected to prepare financial statements in accordance with International Financial Reporting Standards (IFRSs) as
adopted by the European Union.

Under compaﬁy law the directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs of the Company and of the profit or loss of the Company for that period.

In preparing these financial statements, International Accounting Standard 1 requires that directors:

- properly seléct and apply accounting policies;

- present information, including accounting policies, in a manner that provides relevant, reliable, comparable and
understandable information;

- provide additional disclosures when compliance with the specific requirements in IFRSs are insufficient to enable users
to understand the impact of particular transactions, other events and conditions on the entity's financial position and
financial performance; and

- make an assessment of the Company's ability to continue as a going concern.

The directors are responsible for keeping adequate accounting records that are sufficient to show and explain the
Company's transactions and disclose with reasonable accuracy at any time the financial position of the Company and
enable them to ensure that the financial statements comply with the Companies Act 2006. They are also responsible for
safeguarding the assets of the Company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.
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Independent auditor’s report to the members of NIHG South West Health Partnership Limited

Report on the audit of the financial statements

Opinion -

In our opinion the financial statements of NIHG South West Health Partnership Limited (the ‘company’):

e give a true and fair view of the state of the company’s affairs as at 31 December 2020 and of its loss for the
year then ended,;

¢ have been properly prepared in accordance with international accounting standards in conformity with the
requirements of the Companies Act 2006 and International Financial Reporting Standards (IFRSs) as issued
by the International Accounting Standards Board (IASB); and

e have been prepared in accordance with the requirements of the Compames Act 2006.

We have audited the financial statements which comprise:
the Income Statement;

the Statement of Comprehensive Income;

the Statement of Financial Position;

the Statement of Changes in Equity;

the Statement of Cash Flows; and

the related notes 1 to 20.

The financial reporting framework that has been applied in their preparation is applicable law and international
accounting standards in conformity with the requirements of the Companies Act 2006 and IFRSs as issued by
the IASB. :

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.

We are independent of the company in accordance with the ethical requirements that are relevant to our audit of
the financial statements in the UK, including the Financial Reporting Council’s (the ‘FRC’s’) Ethical Standard,
and we have fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Material uncertainty related to going concern
In auditing the financial statements, we have concluded that the directors’ use of the going concern basis of
accounting in the preparation of the financial statements is appropriate.

We draw attention to note 2 in the financial statements, which indicates that an event of default has been
triggered under the common terms agreement to the company’s loans related to the thresholds for service failure
points incurred by the facilities management contractor post year end. As stated in note 2, these events or
conditions, along with other matters as set forth in note 2 to the financial statements, indicate that a material
uncertainty exists that may cast significant doubt on the company’s ability to continue as a going concern. Our
opinion is not modified in respect of this matter.

Our responsibilities and the responsibilities of the directors with respect to going concern are described in the
relevant sections of this report.
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Independent auditor’s report to the members of NIHG South West Health Partnership Limited

Report on the audit of the financial statements (continued)

Other information
The other information comprises the information.included in the strategic report and directors’ report, other than
the financial statements and our auditor’s report therecon. The directors are responsible for the other information
contained within the strategic report and directors’ report. Our opinion on the financial statements does not

" cover the other information and, except to the extent otherwise explicitly stated in our report, we do not express
any form of assurance conclusion thereon.

Our responsibility 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 course of the audit, or
otherwise appears to be materially misstated. If we identify such material inconsistencies or apparent material
misstatements, we are required to determine whether this gives rise to a material misstatement in the financial
statements themselves. If, based on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that fact.

" We have nothing to report in this regard.

Responsibilities of directors

As explained more fully in the directors’ responsibilities statement, the directors are responsible for the
preparation of the financial statements and for being satisfied that they give a true and fair view, and for such
internal control as the directors determine is necessary to enable the preparation of financial statements that are
free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible for assessmg the company’s ability to

. continue as a going concern, disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the directors either intend to liquidate the company or to cease operations, or
have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor's report that includes our
opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with ISAs (UK) will always detect a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or in the aggregate, they could reasonably be

- expected to influence the economic decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with ISAs (UK) we exercise professional judgment and maintain professional
scepticism throughout the audit. We also:

o 'Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
" error, design and perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for our opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are

appropriate in the circumstances, but not for the purpose of expressing-an opinion on the effectiveness of
the entity’s internal control.

Page 9



Independent auditor’s report to the members of NIHG South West Health Partnership Limited

Report on the audit of the financial statements (continued)

»  Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the directors.

e Conclude on the appropriateness of the directors’ use of the going concern basis of accounting and, based
on the audit evidence obtained, whether a material uncertainty exists related to events or conditions that
may cast significant doubt on the entity’s ability to continue as a going concern. If we conclude thata
material uncertainty exists, we are required to draw attention in our auditor’s report to the related
disclosures in the financial statements or, if such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to the date of the auditor’s report. However, future
events or conditions may cause the entity (or where relevant, the group) to cease to continue as a going
concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that
the auditor identifies during the audit.

Extent to which the audit was considered capable of detecting irregularities, including fraud
Irregularities, including fraud, are instances of non-compliance with laws and regulations. We design procedures
in line with our responsibilities, outlined above, to detect material misstatements in respect of irregularities,
including fraud. The extent to which our procedures are capable of detecting irregularities, including fraud is

- detailed below.

We considered the nature of the company’s industry and its control environment, and reviewed the company’s
documentation of their policies and procedures relating to fraud and compliance with laws and regulations. We
also enquired of management about their own identification and assessment of the risks of irregularities.

We obtained an understanding of the legal and regulatory framework that the company operates in, and
identified the key laws and regulations that:
e had a direct effect on the determination of material amounts and disclosures in the ﬁnanmal statemnents.
These included UK Companies Act, tax legislation; and
"o do not have a direct effect on the financial statements but compliance with which may be fundamental to
the company’s ab\hty to operate or to avoid a material penalty. These included Health and safety
legislation.

We discussed among the audit engagement team regarding the opportunities and incentives that may exist
within the organisation for fraud and how and where fraud might occur in the financial statements.

As a result of performing the above, we identified the greatest potential for fraud in the following areas, and our
specific procedures performed to address it are described below:
o The risk is that revenue is not appropriately recognised in accordance with IFRS 9 and IFRIC 12,
particularly the split of revenue between capital, interest and servxce elements. This relates to the
accuracy and c]assxﬁcatlon assertions.
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Independent auditor’s report to the members of NITHG South West Health Partnership Limited

Report on the audit of the financial statements (continued)

¢ The procedures performed were to test the revenue recognised during the construction phase and
captialised in the financial asset to ensure that it represents valid project costs. A recalculation of the
finance income using the IRR calculated by the financial model was completed and monthly unitary
payment invoices were traced to bank. The split of unitary payments between capital, interest and
service elements was also tested in order to ensure that it was appropriate.

In common with all audits under ISAs (UK), we are also required to perform specific procedures to respond to
the risk of management override. In addressing the risk of fraud through management override of controls, we
tested the appropriateness of journal entries and other adjustments; assessed whether the judgements made in
making accounting estimates are indicative of a potential bias; and evaluated the business rationale of any
significant transactions that are unusual or outside the normal course of business.

In addition to the above, our procedures to respond to the risks identified included the following:

e reviewing financial statement disclosures by testing to supporting documentation to assess compliance with
provisions of relevant laws and regulations described as having a direct effect on the financial statements;

e performing analytical procedures to identify any unusual or unexpected relationships that may indicate risks

~ of material misstatement due to fraud;

e enquiring of management and legal counsel concerning actual and potential litigation and claims, and
instances of non-compliance with laws and regulations; and

e reading minutes of meetings of those charged with governance.

' Report on other legal and regulatory requirements

Opinions on other matters prescribed by the.Companies Act 2006

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

o the information given in the strategic report and the directors’ report for the financial year for which the
financial statements are prepared is consistent with the financial statements; and

e the strategic report and the du'ectors report have been prepared in accordance with applicable legal
requirements.

- In the light of the knowledge and understanding of the company and its environment obtained in the course of
the audit, we have not identified any material misstatements in the strategic report or the directors’ report.

Matters on which we are required to report by exceptlon :
Under the Companies Act 2006 we are required to report in respect of the followmg matters if, in our opinion:
o adequate accounting records have not been kept, or returns adequate for our audit have not been received
" from branches not visited by us; or
o the financial statements are not in agreement with the accounting records and returns; or
e certain disclosures of directors’ remuneration specified by law are not made; or
e we have not received all the information and explanations we require for our audit.

We have nothing to report in respect of these matters.
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Independent auditor’s report to the members of NTHG South West Health Partnership Limited

Report on the audit of the financial statements (continued)

]

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

Ian Kelsall (Senior statutory auditor)
For and on behalf of Deloitte NI Limited
Statutory Auditor

Belfast

Date: 18 November 2021
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Income Statement

for the qur Ended 31 December 2020

Continuing operations
Revenue

Cost of sales
Gross profit :

Administrative expenses
Operating profit

Finance costs;

Finance income
Loss before income tax

Income tax
Loss for the year

Notes £'000

The notes form part of these financial statements
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~ £'000

4,474

(2,612)
1,862

(812)
1,050

(12,843)

11,244
(549)
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Statement of Comprehensive Income
for the Year Ended 31 December 2020

Loss for the 3’1ear

Other compr=ehensive (loss)/income:

Items that méy be reclassified subsequently to profit or loss:

(Loss)/gain on hedging instruments
Income tax relating to items that may be reclassified
subsequently to profit or loss

Other comprehensive (loss)/income for the
year, net of income tax

Total comprehensive (loss)/income for the
year

2020
£'000

(580)

(1,769)

" 301
T(1,468)
(1,468)

(2,048)

The notes form part of these financial statements
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Statement of Financial Position

31 December 2020
2020 2019
. Notes £'000 £'000
Assets .
Non-current assets
Property, plant and equipment 8 - -
Trade and other receivables 9 153,647 154,666
Deferred tax . 17 14,090 13,606
: 167,737 168,272
Current assets :
Trade and other receivables 9 2,088 3,880
Cash and cash equivalents 10 23,499 23,191
25,587 27,071
Total assets 193,324 195,343
Equity
Shareholders' equity
Called up share capital 11 1 1
Financial instruments reserve 12 (66,706) (65,238)
Retained earnings 12 ] 800 1,380
Total equity ' (65,905) (63,857)
Liabilities '
Non-current liabilities
Financial instruments 13 80,370 78,601
Liabilities - borrowings
Interest bearing loans and borrowings 14 151,301 19,051
Provisions 16 - 100
, 231,671 97,752
Current liabilities
Trade and other payables . 13 23,091 20,682
Liabilities - borrowings
Interest bearing loans and borrowings 14 4,367 140,616
Provisions 16 100 150
' 27,558 _ 161,448
Total liabilities 259,229 259,200
Total equity and liabilities 193,324 195,343

The financial statements were approved by the Board of Directors and authorised for issue on 17 November 2021 and were
signed on its behalf by:

&

R Thompson- Director

The notes form part of these financial statements
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Statement of Changes in Equity
for the Year Ended 31 December 2020

Called up Financial
share Retained  instruments Total
capital earnings reserve equity

£'000 £'000 £'000 £'000
Bélance at 1 January 2019 1 1,833 (67,292) (65,458)
Changes in equity
Gain on hedging instruments . - - 2,054 2,054
Loss for the year . ) (452) ) (452)
Balance at 31 December 2019 1 1,380 (65,238) (63,857)
Changes in equity
Loss on hedging instruments . - - (1,468) (1,468)
Loss for the year ) (580) } (580)
Balance at 31 December 2020 1 800 (66,706) (65,905)

The notes form part of these financial statements
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Statement of Cash Flows
for the Year Ended 31 December 2020

Cash flows from operating activities

Cash generated from operations 20
Interest paid -

Taxation refund

Net cash from operating activities

Cash flows from investing activities
Interest received
Net cash from investing activities

Cash flows from financing activities
Loan repayments in year
Net cash from financing activities

Increase in cash and cash equivalents
Cash and cash equivalents at beginning of 21
year 4

Cash and cash equivalents at end of year 21

2020
£'000

5,991
(12,713)

(6,722)

11,029
11,029

(3,999
(3,999)

308
23,191

23,499

The notes form part of these financial statements
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2019
£'000

3,880
(8,829)
17

(4,932)

11,244
11,244

(3,578)
(3,578)

2,734

20,457

23,191
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NIHG South West Health Partnership
Limited (Registered number: N1072130)

Notes to the Financial Statements
for the Year Ended 31 December 2020

1.-  Statutory information

NIHG. South West Health Partnership Limited is a wholly owned subsidiary of NIHG Limited which in turn is
owned by three stakeholders: PFI 2005 Limited, Ashover Project Investments Limited and Coral Project
Investments (Assetco) Limited. NIHG South West Health Partnership Limited financed, built, and is now
operating a 300-bed hospital in Enniskillen. Funding was provided by the European Investment Bank, Barclays
Bank, Bank of Ireland, and Norddeutsche Landesbank Girozentrale. The project is the region's first acute hospital
funded through the PFI, with construction completed in May 2012.

The Company is incorporated in the United Kingdom under the Companies Act 2006 and registered in Northern
Ireland. The address of the registered office is given on page 1. The nature of the company's operations and its
principal activities are set out in the strategic report on pages 2 to 3.

PFI 2005 Limited, Coral Project Investments (Assetco) Limited and Ashover Project Investments Limited are each
owned by a fund which is managed by Dalmore Capital Limited. However, as no individual entity owns more than
25% of any of those funds, the directors do not consider any particular entity to be the ultimate controlling party.
Presentation of financial statements and comparative information

The financial statements are prepared in GBP.

All amounts stated in this report are in thousands of GBP, unless indicated otherwise.
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NIHG South West Health Partnership
Limited (Registered number: NI072130)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2020

2.

Accounting policies

Basis of preparation

The financial statements have been prepared in accordance with international accounting standards in conformity
with the requirements of the Companies Act 2006 and International Financial Reporting Standards (IFRS
Standards) adopted pursuant to Regulation (EC) No 1606/2002 as it applies in the European Union. The financial
statements have also been prepared in accordance with International Financial Reporting Standards as issued by the
IASB.

The financial statements have been prepared on the historical cost basis, except for the revaluation of certain
financial instruments. Historical cost is generally based on the fair value of the consideration given in exchange for
the assets.

The principal accounting policies and measurement bases used by the Company in preparing its financial
statements were as follows:

Going concern

The Company currently has £155,668,000 (2019: £159,667,000) of total debt. The Company's forecasts and
projections, taking account of reasonably possible changes in trading performance, show that it should be able to
operate within the level of its current facilities for at least the next twelve months from the date of these Financial
Statements.

The Company's revenues have largely been in line with expectations, with very few deductions applied for non-
availability of the assets. Any such deductions are generally passed down to the subcontractors so there is usually
no direct financial consequence to the company. Sustained non-availability can lead to contract termination
however the Company has not reached such termination trigger points.

The Company's forecasts and projections, taking in to account these factors and reasonably possible changes in
trading performance, show that it should be able to operate within the level of its current facilities.

The Company has considerable financial resources together with long-term contracts with the South Western
Health and Social Care Trust. As a consequence, the directors believe that the Company is well placed to manage
its business risks successfully.

During the year ended December 2020 and since this date there have been a number of issues in respect of service
failure points accrued under the payment mechanism provisions in the Company's agreement with the South
Western Health and Social Care Trust which breach certain thresholds within the Company's lending agreements.
The Trust and the Directors are working towards agreements to reduce the risk to the Company and the lenders
have confirmed that there is no intention to terminate the loan agreements.

The directors have specifically considered the matters above in respect of the Events of Default under the terms of
the Common Term Agreement. The directors are working on finding a resolution to the Events of Default under the
Common Term Agreément. Any waiver of the Events of Default or variation to the terms of the Common Terms
Agreement are subject to approval by the lenders. The directors confirm that they do not intend to liquidate the
company or cease trading as they consider they have realistic alternatives to doing so. The company is in a net

* liabilities position due to the inclusion of the hedge reserve on the statement of financial position and this will

unwind completely over the term of the hedge.

The Directors consider that despite the Events of Default attached to the existing financing the Company can
maintain sufficient liquidity over the next 12 months, and that it is accordingly appropriate to'adopt a going
concern basis for the preparation of these financial statements. The directors acknowledge that the non waiver of
the Events of Default indicates the existence of a material uncertainty, which may cast significant doubt on the
company's ability to continue as a going concern, and, therefore that it may be unable to realise its assets and
discharge its liabilities in the normal course of business

Page 19 ) continued...



NIHG South West Health Partnership
Limited (Registered number: N1072130)

Notes to the Financial Statements - continued
for the Year Ended 31 December 2020

After making enquiries, the directors have a reasonable expectation that the company has adequate resources to
continue in operational existence for at least the next twelve months from the date of signing of these financial
statemments. Accordingly, they continue to adopt the going concern basis in preparing the annual report and
Financial Statements.

COVID-19

The World Health Organisation declared the COVID-19 outbreak a health emergency on 30 January 2020 and a
global pandemic on 11 March 2020. Many actions taken by the UK Government and the private sector to respond
to the outbreak followed these announcements. A review of the financial impact on the Company in responding to
COVID-19 has been assessed as low. This is because the Company is still able to provide the services required
under the Project agreement as the sub-contracted Facilities Management company are still able to provide the
necessary services as the work is deemed to be essential and the persons delivering those services deemed to be key
workers, as confirmed by a guidance note released by the Infrastructure and Projects Authority on 2 April 2020.

Since the COVID-19 outbreak, the Trust have continued making unitary payments to the project company in
accordance with the guidance included in the Infrastructure and Projects Authority guidance note.

Adoption of new and revised standards
Amendments to IFRSs and the new Interpretation that are mandatorily effective for the current year.

The Company has adopted the following standards, amendments and interpretations which have not had a
significant impact on the Company's results:

- Amendments to References to the Conceptual Framework in IFRS Standards
- Amendments to IFRS 3 (Oct 2018)- Definition of Business
- Amendments to IAS 1 and IAS 8 (Oct 2018) - Definition of Material -
- Amendments to IFRS 9, IAS 39 and IFRS 7 (September 2019) - Interest Raté Benchmark Refon'n

There is no impact to the company's results with the adoption of the new standards.

New and revised IFRSs in issue but not yet effective

At the date of authorisation of these financial statements, the Company has not applied the following new and
revised IFRSs that have been issued but are not yet effective and in some cases had not yet been endorsed by the
- EU:

- Amendment to [FRS 16 - Covid-19-Related Rent Concessions
- Amendments to IFRS 9, IAS 39, IFRS 7, IFRS 4 and IFRS 16 - Interest Rate Benchmark Reform (Phase 2)
- Amendments to IAS 16 - Property, Plant and Equipment - Proceeds before Intended Use
- Annual Improvements to IFRS Standards 2018 - 2020 (May 2020) - Annual Improvements to IFRS Standards
2018 - 2020 (May 2020)
- Amendments to IFRS 3 (May 2020) - Reference to the Conceptual Framework
- Amendments to IAS 37 (May 2020) - Onerous Contracts - Cost of Fulfilling'a Contract.
- IFRS 17 - Insurance Contracts
" - Amendments to IFRS 17 - IFRS 17
- Amendments to IAS 1- Classification of liabilities as current or non-current
- Amendments to IAS 1 - Classification of Liabilities as Current or Non-current - Deferral of Effective Date
- Amendments to IFRS 4 - Extension of the Temporary Exemption from Applying IFRS 9
- Amendments to IAS 1 and IFRS Practice Statement 2 - Disclosure of accounting policies
- Amendments to IAS 8 - Definition of accounting estimates

Property, plant and equipment . .
Property, plant and equipment is carried at acquisition cost less depreciation and any provision for impairment.

The Company depreciates its office equipment by the straight-line method at annual rates based on the years of
estimated useful life of the assets, being four.
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2.

Accon;nﬁng policies - continued

Financial instruments
Financial assets and financial liabilities are recognised in the Company's statement of financial position when the
Company becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets and financial liabilities (other than financial assets and

- financial liabilities at fair value through profit or loss) are added to or deducted from the fair value of the financial

assets or financial liabilities, as appropriate, on initial recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair value through profit or loss are recognised immediately
in profit or loss.

Financial assets

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace.

All recognised financial assets are measured subsequently in their entirety at either amortised cost or fair value,
depending on the classification of the financial assets.

Classification of financial assets

Debt instruments that meet the following conditions are measured subsequently at amortised cost:

- the financial asset'is held within a business model whose objective is to hold financial assets in order to collect
contractual cash flows; and

- the contractual terms of the financial asset give rise on specified dates to cash flows that are solely payments of
principal and interest on the principal amount outstanding.

Amortised cost and effective interest method

The effective interest method is a method of calculating the amortised cost of a debt instrument and of allocating
interest income over the relevant period.

For financial assets other than purchased or originated credit-impaired financial assets (i.. assets that are credit-
impaired on initial recognition), the effective interest rate is the rate that exactly discounts estimated future cash
receipts (including all fees and points paid or received that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts) excluding expected credit losses, through the expected life of
the debt instrument, or, where appropriate, a shorter period, to the gross carrying amount of the debt instrument on
initial recognition. For purchased or originated credit-impaired financial assets, a credit-adjusted effective interest
rate is calculated by discounting the estimated future cash flows, including expected credit losses, to the amortised
cost of the debt instrument on initial recognition.

The amortised cost of a financial asset is the amount at which the financial asset is measured at initial recognition
minus the principal repayments, plus the cumulative amortisation using the effective interest method of any
difference between that initial amount and the maturity amount, adjusted for any loss allowance. The gross carrying
amount of a financial asset is the amortised cost of a financial asset before adjusting for any loss allowance.
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2.

Accounting policies - continued

Interest income is recognised using the effective interest method for debt instruments measured subsequently at
amortised cost and at FVTOCI. For financial assets other than purchased or originated credit-impaired financial
assets, interest income is calculated by applying the effective interest rate to the gross carrying amount of a
financial asset, except for financial assets that have subsequently become credit-impaired (see below).

Interest income is recognised in profit or loss and is included in the "finance income" line item (note 5).

Impairment of financial assets

The Company recognises a loss allowance for expected credit losses (ECL) on investments in debt instruments that
are measured at amortised cost or at FVTOCI, lease receivables, trade receivables and contract assets, as well as on

~ financial guarantee contracts. The amount of expected credit losses is updated at each reporting date to reflect

changes in credit risk since initial recognition of the respective financial instrument.

The Company always recognises lifetime ECL for trade receivables, contract assets and lease receivables. The
expected credit losses on these financial assets are estimated using a provision matrix based on the Company's
historical credit loss experience, adjusted for factors that are specific to the debtors, general economic conditions
and an assessment of both the current as well as the forecast direction of conditions at the reporting date, including
time value of money where appropriate.

Lifetime ECL represents the expected credit losses that will result from all possible default events over the
expected life of a financial instrument.

The measurement of expected credit losses is a function of the probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and the exposure at default. The assessment of the probability of default
and loss given default is based on historical data adjusted by forward-looking information as described above. As
for the exposure at default, for financial assets, this is represented by the assets' gross carrying amount at the
reporting date; for financial guarantee contracts, the exposure includes the amount drawn down as at the reporting
date, together with any additional amounts expected to be drawn down in the future by default date determined
based on historical trend, the Company's understanding of the specific future financing needs of the debtors, and
other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the difference between all contractual cash flows that
are due to the Company in accordance with the contract and all the cash flows that the Company expects to receive,
discounted at the original effective interest rate. For a lease receivable, the cash flows used for determining the
expected credit losses is consistent with the cash flows used in measuring the lease receivable in accordance with
IFRS 16 Leases.

The Company recognises an impairment gain or loss in profit or loss for all financial instruments with a
corresponding adjustment to their carrying amount through a loss allowance account, except for investments in
debt instruments that are measured at FVTOCI, for which the loss allowance is recognised in other comprehensive
income and accumulated in the investment revaluation reserve, and does not reduce the carrying amount of the

" financial asset in the statement of financial position.
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2.

Accounting policies - continued -

Derecognition of financial assets

The Company derecognises a financial asset only when the contractual rights to the cash flows from the asset
expire, or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset

" to another entity. If the Company neither transfers nor retains substantially all the risks and rewards of ownership

and continues to control the transferred asset, the Company recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If the Company retains substantially all the risks and rewards of
ownership of a transferred financial asset, the Company continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds received.

On derecognition of a financial asset measured at amortised cost, the difference between the asset's carrying
amount and the sum of the consideration received and receivable is recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

Debt and equity instruments are classified as either financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the definitions of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all of
its liabilities. Equity instruments issued by the Company are recognised at the proceeds received, net of direct issue

© costs.

Repurchase of the Company’s own equity instruments is recognised and deducted directly in equity. No gain or loss
is recognised in profit or loss on the purchase, sale, issue or cancellation of the Company's own equity instruments.

Financial liabilities

All financial liabilities are measured subsequently at amortised cost using the effective interest method or at
FVTPL.

However, financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or
when the continuing involvement approach applies, and financial guarantee contracts issued by the Company, are
measured in accordance with the specific accounting policies set out below.

Financial liabilities measured subsequently at amortised cost

Financial liabilities that are not (i) contingent consideration of an acquirer in a business combination, (ii) held-for-
trading, or (iii) designated as at FVTPL, are measured subsequently at amortised cost using the effective interest
method.

- The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating

interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial liability,
or (where appropriate) a shorter period, to the amortised cost of a financial liability.
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2.

Accounting policies - continued

Derecognition of financial liabilities

The Company derecognises financial liabilities when, and only when, the Company's obligations are discharged,
cancelled or have expired. The difference between the carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit or loss.

" Derivative financial instruments

The Company enters into derivative financial instruments to manage its exposure to interest rate and through
interest rate swaps. Further details of derivative financial instruments are disclosed in note 15.

Derivatives are recognised initially at fair value at the date a derivative contract is entered into and are
subsequently remeasured to their fair value at each reporting date. The resulting gain or loss is recognised in profit
or loss immediately unless the derivative is designated and effective as a hedging instrument, in which event the
timing of the recognition in profit or loss depends on the nature of the hedge relationship.

" A derivative with-a positive fair value is recognised as a financial asset whereas a derivative with a negative fair

value is recognised as a financial liability. Derivatives are not offset in the financial statements unless the Company
has both legal right and intention to offset. A derivative is presented as a non-current asset or a non-current liability
if the remaining maturity of the instrument is more than 12 months and it is not expected to be realised or settled
within 12 months. Other derivatives are presented as current assets or current liabilities.

Hedge accounting

The Company designates its derivatives as hedging instruments in respect of interest rate risk in fair value hedges,
cash flow hedges.

At the inception of the hedge relationship, the Company documents the relationship between the hedging
instrument and the hedged item, along with its risk management objectives and its strategy for undertaking various
hedge transactions. Furthermore, at the inception of the hedge and on an ongoing basis, the Company documents
whether the hedging instrument is effective in offsetting changes in fair values or cash flows of the hedged item
attributable to the hedged risk, which is when the hedging relationships meet all of the following hedge
effectiveness requirements:

- there is an economic relationship between the hedged item and the hedging instrument;
- the effect of credit risk-does not dominate the value changes that result from that economic relationship; and

* - the hedge ratio of the hedging relationship is the same as that resulting from the quantity of the hedged item that

the Company actually hedges and the quantity of the hedging instrument that the Company actually uses to hedge
that quantity of hedged item.

If a hedging relationship ceases to meet the hedge effectiveness requirement relating to the hedge ratio but the risk
management objective for that designated hedging relationship remains the same, the Company adjusts the hedge
ratio of the hedging relationship (i.e. rebalances the hedge) so that it meets the qualifying criteria again.

Note 15 sets out details of the fair values of the derivative instruments used for hedging purposes.

" Movements in the hedging reserve in equity are detailed in note 12.
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Accounting policies - continued
Cash flow hedges

The effective portion of chahges in the fair value of derivatives and other qualifying hedging instruments that are
designated and qualify as cash flow hedges is recognised in other comprehensive income and accumulated under

~ the heading of cash flow hedging reserve, limited to the cumulative change in fair value of the hedged item from

inception of the hedge. The gain or loss relating to the ineffective portion is recognised immediately in profit or
loss, and is included in the 'other gains and losses' line item.

Amounts previously recognised in other comprehensive income and accumulated in equity are reclassified to profit
or loss in the periods when the hedged item affects profit or loss, in the same line as the recognised hedged item.
However, when the hedged forecast transaction results in the recognition of a non-financial asset or a non-financial
liability, the gains and losses previously recognised in other comprehensive income and accumulated in equity are
removed from equity and included in the initial measurement of the cost of the non-financial asset or non-financial
liability. This transfer does not affect other comprehensive income. Furthermore, if the Company expects that some
or all of the loss accumulated in the cash flow hedging reserve wxll not be recovered in the future, that amount is
immediately reclassified to profit or loss.

The Company discontinues hedge accounting only when the hedging relationship (or a part thereof) ceases to meet
the qualifying criteria (after rebalancing, if applicable). This includes instances when the hedging instrument
expires or is sold, terminated or exercised. The discontinuation is accounted for prospectively. Any gain or loss
recognised in other comprehensive income and accumulated in cash flow hedge reserve at that time remains in
equity and is reclassified to profit or loss when the forecast transaction occurs. When a forecast transaction is no
longer expected to occur, the gain or loss accumulated in cash flow hedge reserve is reclassified immediately to

~ profit or loss.

Taxation
Tax expense / (tax income) comprises current tax expense / (current tax income) and deferred tax expense /
(deferred tax income).

The tax currently payable is based on taxable profit for the year. Taxable profit differs from net profit as reported in
the income statement because it excludes items of income or expense that are taxable or deductible in other years
and further excludes items that are never taxable or deductible. The Company's liability for the current tax year is
calculated using tax rates that have been enacted or substantively enacted by the balance sheet date.

Deferred tax is the tax expected to be payable or recoverable on differences between the carrying amounts of assets
and liabilities in the financial statements and the corresponding tax bases used in the computation of taxable profit,
and is accounted for using the balance sheet liability method. Deferred tax liabilities are generally recognised for
all taxable temporary differences and deferred tax assets are recognised to the extent that it is probable that taxable
profits will be available against which deductible temporary differences can be utilised. Such assets and liabilities
are not recognised if the temporary difference arises from the initial recognition of goodwill or from the initial
recognition (other than in a business combination) of other assets and liabilities in a transaction that affects neither
the taxable profit nor the accounting profit.

The carrying amount of deferred tax assets is reviewed at each balance sheet date and reduced to the extent that it is

" no longer probable that sufficient taxable profits will be available to allow all or part of the asset to be recovered.

Deferred tax is calculated at the tax rates that are expected to apply in the period when the liability is settled or the
asset is realised based on tax laws and rates that have been enacted at the balance sheet date. Deferred tax is
charged or credited in the income statement, except when it relates to items charged or credited in other
comprehensive income, in which case the deferred tax is also dealt with in other comprehensive income.
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2.

Accounting policies - continued

Revenue, expense and asset recognition

PFI projects are accounted for as set out below. The Company has interpreted the provisions of IFRS 15 and IFRIC
12 in determining the appropriate treatment of the principal assets of, and income streams from, PFI and similar
contracts. Where it can be demonstrated that the residual interest in the project is not held by the company and
where there is a contractual right to receive cash or other financial assets in return for financing, building, and
operating the project, the asset created and / or provided under the contract is classified as and accounted for as a
financial asset, otherwise it is accounted for as property, plant and equipment. As a consequence, revenues are

. recognised as follows:

Financial asset projects:

Construction phase - Revenue is recognised based on the certified value of work completed in the period; and
Availability phase - Income is allocated between revenue and interest receivable using a constant operating margin
on service costs and taking account of the project specific financial income.

Additional third party revenues arising are .recognised in accordance with the contractual terms as services are
performed.

Major maintenance
For financial asset accounted projects, the cost of major maintenance is recorded in cost of sales and an appropriate

amount of revenue that would otherwise have been available to amortise the financial asset is transferred to
revenue. This has the effect of increasing the financial asset by the cost of major maintenance.

PFI bid costs are capitalised only at such time as the company is virtually certain that it will recover the costs.
Virtual certainty is generally achieved when an agreement is in place demonstrating that costs are fully recoverable
even in the event of cancellation of the project. From the point of virtual certainty, bid costs are capitalised in the
balance sheet as a PFI financial asset prior to achieving financial close.

Deferred income is released to the income statement in respect of projects using financial asset accounting, over the
period of construction during which the financial asset is established.

Revenue and expenses are recognised on an accrual basis, i.e. when the actual flow of the related goods and
services occurs, regardless of when the resulting monetary or financial flow arises. Revenue is measured at the fair
value of the consideration received, net of discounts and taxes.

Revenue from sales is recognised when the control of the goods sold has been transferred to the buyer, and the
Company neither continues to manage the goods nor retains effective control over them.

. Revenue from the rendering of services is recognised by reference to the stage of completion of the transaction at

the end of the reporting period, provided the outcome of the transaction can be estimated reliably.

Interest income from financial assets is recognised using the effective interest method and dividend income is
recognised when the shareholder's right to receive payment has been established. Interest and dividends from
financial assets accrued after the date of acquisition are recognised as income.

Cash and cash equivalents

Cash and cash equivalents comprise cash and short-term bank deposits with an original maturity of three months or

_ less, net of outstanding bank overdrafts. The carrying amount of these assets is approximately equal to their fair

value.
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2.

Accounting policies - continued

Provisions
:

Provisions are recognised when the Company has a present obligation (legal or constructive) as a result of a past

" event,.it is probable that the Company will be required to settle that obligation and a reliable estimate can be made

of the amount of the obligation.

The amount recognised as a 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 obligation.
Where a provision is measured using the cash flows estimated to settle the present obligation, its carrying amount is
the present value of those cash flows (when the effect of the time value of money is material).

}
When some or all of the economic benefits required to settle a provision 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.

Critical accounting judgements in applying the Company's accounting policies

The followmg are the critical judgements, apart from those involving estimations, that the directors have made in
the process of applying the Company's accounting policies and that have the most sxgmﬂcant effect on the amounts
recognised in financial statements:

Hedge effectiveness

Management verifies, both at inception and periodically over the term of the hedge (at least at the end of each
reporting period), that the hedging relationship is effective, i.e. that it is prospectively foresceable that the changes
in the fair value or cash flows of the hedged item (attributable to the hedged risk) will be almost fully offset by
those of the hedging instrument and that, retrospectively, the gain or loss on the hedge was within a range of 80-
125% of the gain or loss on the hedged item.

Key sources of estimation uncertainty ]

The key assumptions concerning the future and other key sources of estimation uncertainty at the end of the
reporting period that may have a significant fisk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year are discussed below.

Fair value of derivative financial instruments
In determining the fair value of derivative financial instruments,, management have considered estimates of future
cash flows and the appropriateness of future interest and inflation rates.
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2.

Accounting policies - continued

Fair value estimation

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date, regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating the fair value of an asset or a liability, the Company
takes into account the characteristics of the asset or liability if market participants would take those characteristics
into account when pricing the asset or liability at the measurement date.

In addition, for financial reporting purposes, fair value measurements are categorised into Level 1, 2 or 3 based on
the degree to which the inputs to the fair value measurements are observable and the significance of the inputs to
the fair value measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the entity can
access at the measurement date;

- Level 2 inputs are inputs, other than quoted prices included within Level 1, that are observable for the asset or
liability, either directly or indirectly; and

- Level 3 inputs are unobservable inputs for the asset or.liability.

The fair values of derivatives as at the balance sheet date are obtained from the banks or financial institutions with
which the derivatives have been transacted. Where these are not available the fair value of the derivative is
calculated as the present value of the estimated future cash flows. In these calculations the market forward six
month LIBOR curve for an interest rate swap or the forward RPI inflation curve for an inflation swap as at the
balance sheet date are used. All amounts are discounted using the zero coupon yield curve as at the balance sheet
date.

Related party transactions
The Company performs all its transactions with related parties on an arm's length basis.

Borrowing Costs
Borrowing costs are recognised in profit or loss in the period in which they are incurred.

Critical accounting judgements and key sources of estimation uncertainty

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

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are

recognised in the period in which the estimate is revised if the revision affects only that period, or in the period of
the revision and future periods if the revision affects both current and future periods.
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3. Revenue

Revenue from contracts with customers

2020 2019
£'000 £'000
Revenue from PFI contracts 5,617 4,474
- The company operates exclusively within the United Kingdom.
4. Employees and directors

2020 © 2019

£'000 £'000

Recharges in respect of non-executive directors' services . 157 153

The company had no employees during the year (2019: none). The directors have no contract of services with the

company.
5. Net finance costs
2020 2019
£'000 £'000
Finance income:
Bank interest income 36 75
Finance income PFI receivable . 10,993 11,169
11,029 11,244
Finance costs: .
Interest and fees on loans 8,530 8,786
Interest on loan notes 4,705 4,057
13,235 12,843
Net finance costs 2,206 1,599
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6. Loss before income tax

The loss before income tax is stated after charging:

: 2020 2019
: £'000 £'000
Fees payable to the Company's :
auditor for the audit of the
Company's annual accounts : 21 21
Fees to the Company's auditor

for tax compliance services 4 4

All audit fees for the Group are borne by the Company. The Group comprises this Company and its parent, NITHG
Limited.
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7. Income tax

AnalyEis of tax income

x 2020 2019

' £'000 £'000
Current tax - refund of prior year payment - am
Deferr:ed tax - originations and reversal of timing differences , (183) (79)
(183) _(96)

Tax credit assessed for the period is higher than (2019: lower than) the standard rate of corporation tax in the UK
for the year ended 31 December 2020 of 19% (2019: 19%). The reconciliation is explained below:

2020 2019

£'000 £'000
Loss for the year . (580) (452)
Total tax credit . v (183) (96)
Loss excluding taxation v (763) (549)
Tax at standard rate of 19% (2019: 19%) (145) (104)
(Write back)/Write off 38) 14
Change in tax rate - 11
Tax refund received - an
- Total tax credit recognised in the profit and loss account (183) (96)

Finance Act 2016 had previously enacted provisions to reduce the main rate of UK corporation tax to 17% from 1
April 2020 and accordingly the deferred tax at 31 December 2021 had been calculated at this rate. However, in the
March 2020 Budget it was announced that the reduction will not occur and the Corporation Tax Rate will be held at
19%. The Provisional Collection of Taxes Act was used to substantively enact the revised 19% tax rate on 17
March 2020 and accordingly the deferred tax balances have been re-calculated to 19% at the year end.

Furthermore, in the March 2021 Budget it was announced that the main rate of UK corporation tax will increase to

25% from 1 April 2023. As the proposal had not been substantively enacted at the balance sheet date, its effects are
not included. If the amended tax rate had been used, the deferred tax asset would have been £4.4m higher.
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7. Income tax - continued
" Deferted tax

The following are the major deferred tax liabilities and assets recognised by the company and movements thereon
during the current reporting period:

Effective
derivative
‘ Tax losses hedges Total
; £'000 £000 £'000
At 1 January 2019 165 13,782 13,947
Charge to profit and loss 79 - 79
- Charge in respect of loss at 19% - (420) (420)
At 31 December 2019 244 13,362 13,606
At 1 January 2020 . 244 13,362 13,606
Charge to profit and loss 183 - 183
_ - Charge in respect of loss at 19% ) - 301 301
At 31 December 2020 427 13,663 14,090
8. Property, plant and equipment
' Computer
equipment
£'000
Cost
At 1 January 2020
and 31 December 2020 13
Depreciation
At 1 January 2020 . .
and 31 December 2020 - 13
Net book value

At 31 December 2020
At 31 December 2019

1
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9.

Trade and other receivables

Current:

Trade receivables
Finance receivables
Other receivables
Prepayments

Non-current:
Finance receivables

Aggregate amounts

Page 33

2020 2019
£'000 £'000
636 622
1,247 3,109
162 -
43 149
2,088 3,880
153,647 154,666
155,735 158,546
continued...
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9. Tradé and other receivables - continued

The a\E/erage credit period taken on sales of goods and services is 33 days (2019: 7 days). No interest is charged on
the receivables.

Trade: receivables disclosed above include amounts (see below for aged analysis) which are past due at the
reporting date but against which the Company has not recognised an aliowance for doubtful receivables because
there has not been a significant change in credit quality and are still considered recoverable.

Agein1g of trade receivables not impaired but before allowance for doubtful debts:
)

2020 2019
£'000 £'000
0-30 days 39 21
31-60 days - m
61-90 days 14 -
91 + days 835 811
: 888 831
Movement in the period for doubtful debts:
2020 2019
£'000 £'000
Balance at the beginning of the period 209 165
Impairment losses recognised 44 44
' 253 209
Ageing of impaired trade receivables:
2020 2019
£'000 £'000
31-60 days - -
61-90 days - -
91 + days 253 209
‘ 253 209

The directors consider that the carrying amount of the trade and other receivables is approximately equal to their

fair value.
10.  Cash and cash equivalents
2020 2019
£'000 £'000
Bank accounts 23,499 23,191
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11.

12,

13.

Called up share capital '

Allottc;d, issued and fully paid:

Number: Class: Nominal 2020 2019
{ value: £ £
1,000 Ordinary £1 1,000 1,000
Reser;ves
: Financial
Retained  instruments
earnings reserve Totals
£'000 £'000 £'000

At 1 January 2020 1,380 (65,238) (63,858)

Deficit for the year (580) - (580)

Gain on hedging instruments - (1,468) (1,468)
" At 31 December 2020 800 (66,706) (65,906)

Trade and other payables

2020 2019
£'000 £'000

Current: . L

Trade payables ] 668 352

Accrued expenses 21,885 19,795

Other tax and social security 538 535

23,091 20,682

Non-current:

Interest rate swap liability 65,475 57,780

RPI swap liability ' 14,895 20,821

80,370 78,601
Aggregate amounts 103,461 99,283

Trade payables and accruals principally comprise amounts outstanding for trade purchases and ongoing costs. The
average credit period taken for trade purchases is 32 days (2019:41 days). For most suppliers no interest is charged
on the trade payables for the first 60 days from the date of the invoice. Thereafter, interest is charged on the
outstanding balances at various interest rates. The company has financial risk management policies in place to
ensure that all payables are paid within the pre-agreed credit terms.

The directors consider that the carrying amount of trade payables approximates to their fair value.
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14, Liabiiities - borrowings

; ‘ 2020 2019
i ‘ ‘ £'000 £000
Current:
" Bank !oans 4,367 140,616
Non-current:
Bank loans ‘ 132,250 -
Loan r:xotes 19,051 19,051
Total of non-current borrowings 151,301 19,051
Debt repayment schedule
2020 !
1 yeal; or 1-2 years 2-5  More than Totals
ess years five years
£'000 £'000 £'000 £000 £'000
Bank loans 4,367 4,499 11,607 116,144 136,617
Loan notes - .- - 19,051 19,051
‘ 4,367 4,499 11,607 135,195 155,668
2019
1 year or 1-2 years 2-5  More than Totals
less years five years
£'000 £'000 £'000 £'000 £'000
Bank loans 140,616 - - - 140,616
Loan notes - - - 19,051 19,051
140,616 - - 19,051 159,667

As there was an Event of Default existing at year end in 2019, all bank loans are shown as current liabilities falling
due within 12 months.This position was resolved during 2020 as a result of the replacement of NIHG South West
Health Partnership Limited's facilities management company’s guarantor.
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14. Liabilities - borrowings continued

The Cbmpany has two bank loans and loan notes:

Amount Carrying Amount Carrying

utilised Value Utilised Value

Facility 2020 2020 2019 2019

£'000 £'000 £'000 £000 £000

Loan notes . 29,036 19,051 19,051 19,051 19,051

Bank loans 247,230 136,617 136,617 140,616 140,616

276,266 155,668 155,668 159,667 159,667
Analy:sed:

Current ' 4,367 140,616

Non-current 151,301 19,051

155,668 159,667

The first bank loan is from European Investment Bank, and was agreed on 19 May 20C9. It was drawn down during
the Construction Phase between May 2009 and May 2012. It is repayable in unequal quarterly instalments having
commenced on 31 May 2012 and ending on 31 March 2039. The Company hedges the loan for interest rate risk via
an interest rate swap exchanging the variable rate interest for fixed rate interest. The outstanding balance is
adjusted for the fair value movement in the hedged risk, being movements in the 6 months' LIBOR rate.

Interest on the bank loan is charged at 1.4% above LIBOR

The second bank.loan is from the senior lenders, and was agreed on 19 May 2009. It was drawn down during the
Construction Phase between May 2009 and May 2012. It commenced on 31 May 2012, ending on 31 March 2039.

Interest on the loan notes are charged at 2.20% above LIBOR.
The unsecured loan notes represent amounts borrowed under the loan note agreements with the shareholders. The
loan notes bear interest at a rate of 12.019% per annum. Unpaid interest bears interest at a rate of 14.019% per

annum.

The'\'/vei"g'hted average interest rates paid during the year were as follows:

2020 2019

% %

Bank loans 6.21 6.22
Unsecured loan notes 13.80 12.33
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185.

Financial instruments

_ Deriv,ﬁtives that are designated and effective as hedging instruments carried at fair value

|
At the:balance sheet date the interest rate profile of the company's interest-bearing financial instruments was:

' 2020 2019

’ £'000 £'000
Non current ,
Interest rate swaps (65,475) (57,780) .
Inflation rate swaps ' (14,895) (20,821)

; (80,370) (78,601)

The fair value movement per the above table was a loss of £1,769k (2019: gain of £2,474k).

(a) Fair values of financial instruments

Trade and other receivables

The fair value of trade and other receivables is estimated as the present value of future cash flows, discounted at the

market rate of interest at the balance sheet date if the effect is material.

Trade and other payables

 The fair value of trade and other payables is estlmated as the present value of future cash flows, discounted at the

market rate of interest at the balance sheet date if the effect is material.

Cash and cash equivalents

The fair value of cash and cash equivalents is estimated as its carrying amount where the cash is repayable on
demand. Where it is not repayable on demand then the fair value is estimated at the present value of future cash
flows, discounted at the market rate of interest at the balance sheet date.

Interest-bearing borrowings
Fair value is calculated based on the present value of future principal and interest cash flows, discounted at the

~ market rate of interest at the balance sheet date, if the effect is material.
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15. Financial instruments - continued

Fair values
The fair values of all financial assets and financial liabilities by class together with their carrying amounts shown in
the balance sheet are as follows:

2020 2020 2019 2019
£'000 £'000 £'000 £'000
Carrying Fair Carrying Fair
: amount value Amount value
Financial assets
Other financial assets . 154,894 154,894 157,776 157,776
Receivables
Cash and equivalents (note21) 23,499 23,499 23,191 23,191
Trade and other receivables (note 9) 636 636 622 6
Total receivables 24,135 24,135 23,813 23,813
Total financial assets 179,029 179,029 181,589 181,589
2020 2020 2019 2019
£'000 £'000 £000 £'000
. Carrying Fair Carrying Fair
amount value Amount value
Financial liabilities measured at
amortised cost L
Interest bearing loans (note 14) ‘ (155,668) (155,668) (159,667) (159,667)
Trade and other payables (note 13) (23,090) (23,090) (20,681) (20,681)
Taotal financial liabilities
measured at amortised cost (178,758) (178,758) (180,348) ~(180,348)
Financial liabilities measured at
- fair value
Financial instruments (80,370) (80,370) (78,601) (78,601)
Total financial instruments (80,370) (80,370) (78,601) (78,601)

Fair value hierarchy
The paragraphs below analyses financial instruments measured at fair value, into a fair value hierarchy based on
the valuation technique used to determine fair value.

- Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

" - Level 2: inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either
directly (1 e. as prices) or indirectly (i.e. derived from prices). :
- Level 3: inputs for the asset or liability that are not based on observable market data (unobservable inputs).
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15. Financial instruments - continued

The company does not have any financial instruments that are measured by any other technique other than at Level
2.

Fair value of financial instruments

Valuation techniques and assumptions applied for the purposes of measuring fair value

. The directors consider that the carrying amounts of financial assets and financial liabilities recorded at amortised
cost in the financial statements approximate their fair values.

The fz{ir values of derivative instruments are calculated using quoted prices. Where such prices are not available, a
discounted cash flow analysis is performed using the applicable yield curve for the duration of the instruments for
non-optional derivatives, and option pricing models for optional derivatives. Interest rate swaps are measured at the
present value of future cash flows estimated and discounted based on the applicable yield curves derived from
quoted interest rates. -

Fair value measurements

The information set out below provides information about how the Company determines fair values of various
financial assets and financial liabilities.

] Significant Relationship
Financial assets/ Fair value Valuation technique(s and) unobgs ervable) ofunobservabl
financial liabilities hierarchy keyinput(s . e inputs to fair
input(s
: value
Discounted cash flow.Future cash
flows are estimated based on
forward interest rates (from
1) Interest rate swaps Level 2 observable yield curves at the en d) N/A N/A
of the reporting period and
contract
Discounted cash flow. Future cash
flows are estimated based on
2)Inflation rate swaps Level 2 forward inflation rates (from) N/A N/A

observable yield curves at the end
of the reporting period and
contract

There were no transfers between Level 1 and 2 in the period.
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15. Financial instruments - continued
(b) Credit risk

Financial risk management

Creditirisk refers to the risk that a counterparty will default on its contractual obligations resulting in financial loss
to the Company. NIHG South West Health Partnership Limited receives the bulk of its revenue from a NHS Trust
in accordance with an agreed contract outlining the revenues and allowable expenditure for the entire life of the
project and therefore is not exposed to significant credit risk. Cash investments and interest rate swap arrangements
are with institutions of a suitable credit quality.

The rﬂaximum exposure to credit risk for trade receivables and other financial assets at the balance sheet by
geographic region was:

2020 2019
£'000 £000
United Kingdom 155,735 158,546
' 155,735 158,546

(c) Liquidity risk

Financial risk management

Ultimate responsibility for liquidity risk management rests with the board of directors, which has established an
appropriate liquidity risk management framework for the management of the company's short-, medium- and long-
term funding and llquldlty management requirements. The company manages liquidity risk by maintaining
adequate reserves, banking facilities and reserve borrowing facilities, by continuously monitoring forecast and
actual cash flows, and by matching the maturity profiles of financial assets and liabilities.

The following table details the Company's remaining contractual maturity for its non-derivative financial liabilities
with agreed repayment periods. The tables have been drawn up based on the undiscounted cash flows of financial
liabilities based on the earliest date on which the company can be required to pay. The table includes both interest
and principal cash flows. To the extent that the interest flows are floating rate, the undiscounted amount is derived
from interest curves at the balance sheet date. The contractual matunty is based on the earhest date on which the
Company may be required to pay

2020 Carrying Contractual Less 3to12 1to$§ More

Values Cashflows than 3 months Years than
months S years

Non-derivative £'000 £'000 £'000 £'000 £'000 £'000

Financial

Liabilities

Term ,

loan 136,617 136,617 4,367 4,499 ' 11,607 116,144

Other unsecured o

loans 19,051 19,051 - - - 19,051

Trade & other

payables (note 13) 23,090 23,090 5,123 - - 17,967
178,758 178,816 9,490 4,499 11,607 153,162
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15. Financial instruments ~ continued

2019 | Carrying Contractual Less 3to12 1to5S More
i : Values Cashflows than 3 months Years than
; months S years

Non-derivative £'000 _£'000 £'000 £'000 £'000 £'000

Financial

Liabilities

Term!

loan | 140,616 140,616 140,616 - - -

Other unsecured

loans ; 19,051 19,051 - - - 19,051

Trade & other ' ‘

payables (note 13) 20,681 20,681 4,793 - - 15,888

180,348 180,348 145,409 - X 34,939

- The following table details the Company's liquidity for its derivative financial instruments. The table has been
drawn up based on the undiscounted net cash inflows and outflows on derivative instruments that settle on a net
basis. When the amount payable or receivable is not fixed, the amount disclosed has been determined by reference
to the projected interest rates as illustrated by the yield curves existing at the reporting date.

2020
Less than 1 3 months
month 1-3 months to 1 year 1-5 years 5+ years Total
£'000 £'000 £'000 £'000 £'000 £'000
Net settled
Interest rate swaps - 410 1,230 6,905 56,930 65,475
Inflation rate swaps - 93 280 1,571 12,951 14,895
- 503 1,510 ° 8,476 69,881 80,370
2019 '
Less than 1 3 months
month 1-3 months to 1 year 1-5 years 5+ years Total
£'000 £'000 £'000 £'000 £'000 £'000
Net settled
Interest rate swapé o coe e 0 363 1,090 : 6,121 50,206 -~ 57,780
Inflation rate swaps- - 129 386- Lo 2,169 18,137 20,821
- : 492 1,476 8,290 68,343 78,601
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15. Financial instruments - continued
(d) Market risk

Financial risk management
Market risk is the risk that changes in market prices, such as inflation rates, interest rates and equity prices will
affect the company's income or the value of its holdings of financial instruments.

The Company seeks to minimise the effects of interest rate and inflation risks by using derivative financial
instruments to hedge these risk exposures. The use of financial derivatives is governed by the Company's policies
appm\}ed by the board of directors, which provide written principles on interest rate risk, credit risk, the use of
financial derivatives and non-derivative financial instruments, and the investment of excess liquidity. Compliance
with policies and exposure limits is reviewed on a continuous basis. The Company does not enter into or trade
financial instruments, including derivative financial instruments, for speculative purposes.

Market risk - Interest rate risk

The Company is exposed to interest rate risk because it borrows funds at floating interest rates. The risk is managed
by the company by the use of interest rate swap contracts to fix the interest rates of some of the borrowings.
Hedging activities are evaluated regularly to align with interest rate views and defined risk appetite, ensuring the
most cost-effective hedging strategies are applied.

Profile .
Atthe balance sheet date the interest rate profile of the company's interest-bearing financial instruments was:
2020 2019
£'009 £000
Fixed rate instruments
Financial assets 154,894 157,775
Financial liabilities » (19,051) (19,051)
135,843 138,724
Variable rate instruments
Financial assets - ) -
" Financial liabilities (136,617) - (140,616)
(136,617) (140,616)

Interest rate risk - sensitivity analysis

The sensitivity analyses below have been determined based on the exposure to interest rates for both derivatives

and non-derivative instruments at the balance sheet date. For floating rate liabilities, the analysis is prepared

assuming the amount of liability outstanding at balance sheet date was outstanding for the whole year. A one per

cent increase or decrease is used when reporting interest rate risk internally to key management personnel and
. represents management's assessment of the reasonably possible change in interest rates.
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If interest rates had been one per cent higher / lower (assuming zero floor) and all other variables were held
constant, the Company's:

- profit for the year ended 31 December 2020 would have been £Nil higher / lower (2019: £Nil higher/lower).

- other comprehensive income would increase by £15,407k / decrease by £14,340k (2019: increase by £18,102k /
decrease by £6,400k) mainly as a result of the changes in the fair value of interest rate swaps used to hedge interest
rates a:nd the associated deferred tax liability / asset.

The Company's sensitivity to interest rate changes has decreased in the year as the value of loans outstanding has
reduced. If all other factors remain unchanged it is expected that this trend will continue until the end of the
* contract period.

Market risk - Inflation rate risk

The Company is exposed to inflation rate risk because its future revenues under the project agreement are indexed
using the RPI rate. The risk is managed by the company by the use of inflation rate swap contracts to fix the
inflation rate that will be applied to its revenues. Hedging activities are evaluated regularly to align with inflation
rate views and defined risk appetite, ensuring the most cost-effective hedging strategies are applied.

Inflation rate risk -~ sensitivity analysis

Market risk exposures are measured using sensitivity analysis where appropriate. The sensitivity analyses below
have been determined based on the exposure to the inflation rate for both derivatives and non-derivative
instruments at the balance sheet date. The analysis is prepared assuming the amount of liability outstanding at
balance sheet date was outstanding for the whole year. A one per cent increase or decrease is used when reporting
inflation rate risk internally to key management pérsonnel and represents management's assessment of the
reasonably possible change in inflation rates.

If the inflation rate had been one per cent higher / lower and all other variables were held constant, the Company's:

- profit for the year ended 31 December 2020 would have been £Nil higher / lower (2019: £Nil higher / lower).

- other comprehensive income would decrease by £5,343k / increase by £5,984k (2019: decrease by £5,696k /
increase by £8,615k) mainly as a result of the changes in the fair value of inflation rate caps used to hedge the
inflation rate and the associated deferred tax asset / liability.

Interest rate swap and inflation rate swap contracts

Under interest rate swap contracts, the Company agrees to exchange the difference between fixed and floating rate
interest amounts calculated on agreed notional principal amounts. Such contracts enable the Company to mitigate
the risk of changing interest rates on the fair value of issued fixed rate debt held and the cash flow exposures on the
issued- variable rate debt held. The fair value of interest rate swaps at the reporting date is determined by
discounting the future cash flows using the curves at the reporting date and the credit risk inherent in the contract,
and is disclosed below. The average interest rate is based on the outstanding balances at the end of the financial
year.

Under inflation rate swap contracts, the Company has fixed the inflation rate cn agreed notional principal amounts.
Such contracts enable the Company to mitigate the risk of changing inflation rates on the fair value of future
revenues. The fair value of inflation rate swaps at the reporting date is determined by discounting the future cash
ﬂows usmg the curves at the reportmg date and the credxt nsk mherent in the contract and is dlsclosed below.

The followmg tables detall the notional prmc1pal amounts and remaining terms of interest rate swap and inflation
rate swap contracts outstanding as at the reporting date.
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© Cash flow hedges

Average contract

5 fixed interest/inflation  Notional principal value Fair value
; rate
: 2020 2019 2020 2019 2020 2019
: % % £'000 £000 £'000 £000
Less than one year
Two to five years
Over five years:
: ‘:V";;;?St rate 44925 44925 136,617 140,616 (65,475) (57,780)
) ‘“ﬂa“"s‘;,’::s” 27350 2.7350 5,454 5,580 - (14,895) (20,821)
142,071 146,196 (80,370) (78,601)

The interest rate swaps settle on a six monthly basis. The floating rate on the interest rate swaps is 6 months
LIBOR. The Company will settle the difference between the fixed and floating interest rate on a net basis.

Interest rate swap contracts exchanging floating rate interest for fixed rate interest are designated as cash flow
hedges to reduce the Company's cash flow exposure resulting from variable interest rates on borrowings. The
interest rate swaps and the interest payments on the loan occur simuitaneously anc the amount accumulated in
equity is reclassified to profit or loss over the period that the floating rate interest payments on debt affect profit or
loss. ’ :

Inflation rate swap contracts exchanging floating rate inflation for fixed rate inflation are designated as cash flow
hedges to reduce the Company's cash flow exposure resulting from variable inflation rates on revenue. The amount
accumulated in equity is reclassified to profit or loss over the period that the inflation rate impacts on revenues
recorded in profit or loss.

(e) Capital management

The Company manages its capital to ensure that it will be able to continue as a going concern and operate within
the parameters agreed with the debt providers and the Trust. The capital structure of the Company consists of debt,
which includes the borrowings disclosed in note 14, cash and cash equivalents, issued capital, reserves and retained
earnings. The Company is not subject to any externally imposed capital requirements.

The Company's risk management committee reviews the capital structure on a semi-annual basis. As part of this
review, the committee considers the cost of capital and the risks associated with each class of capital. The
Company has a target gearing ratio of 85 per cent to 95 per cent determined as the proportion of net senior debt to

" equity plus subordinated debt. The gearing ratio at 31 December 2020 of 86 per cent (see below) was not materially
different to the target gearing ratio as specified in the financial model.
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Gearing ratio

The géaring ratio at the year end is as follows:

2020 2019

:£'000 £'000

Senior debt 136,617 140,616
Cash and cash equivalents (23,499) (23,191)

Net se:nior debt 113,118 117,425

Equity 1 1

Subordinated debt 19,050 19,050

. 19,051 19,051

86% 86%

Debt is defined as long- and short-term borrowings (excluding derivatives). Equity includes all capital, and reserves
. of the Company that are managed as capital.

16. Provisions
2020 2019
. . , . £'000 £'000
Other provisions : 100 250
Analysed as follows:
Current 100 150
- Non-current - 100
100 250
2020
£'000-
At 1 January 2020 250
Provision utilised in the year ‘ . (150)
At 31 December 2020 o 100

The provision represents the Company's liability under a support package agreement with a supplier.
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17.

19.

Deferred tax

2020 2019

£'000 £'000
Balance at 1 January . (13,606) (13,947)
Charge to comprehensive income 301) 420
Credit to profit and loss (183) (719
Balance at 31 December (14,090) (13,606)

»

Related party disclosures

The Companys parent is NIHG Limited. NIHG lexted is incorporated in the United Kingdom and registered in
Nonhgm Ireland and copies of its financial statements, which are those of the smallest and largest group for which
group financial statements are drawn up and of which the reporting entity is a member, are available from its
registered office at Marlborough House, 30 Victoria Street, Belfast, BT1 3GG.

The Company deems its investors in its parent company (as detailed in note 1) to be related parties in accordance
with IAS 24 Related Party Disclosures as tney exercise joint control over the Company through the parent

. company. Transactions between the company and its related parties are disclosed below.

Directors’ transactions

There were no transactions with any of the company's directors. A payment was made for the services of the non-
executive directors to their employers. The charge in the year was £157k (2019: £153k).

Loans from related parties

2020 2019

£'000 £'000

Loans from NIHG Limited 19,050 19,050
19,050 19,050

Amounts repayable to NIHG Limited of £19,050k (2019: £19,050k) carry interest of 12.019% (2019: 12.019%) per
annum charged on the outstanding loan balances (see note 14). Interest of £17,967k (2019: £15,888Kk) in respect of
the loan notes was accrued at the year end. Unpaid interest bears interest at a rate to date of 14.019% per annum.

Events after the reporting period

During the year ended December 2020 and since this date there have been a rumber of issues in respect of service
failure points accrued under the payment mechanism provisions in the Company's agreement with the South
Western Health and Social Care Trust which breach certain thresholds within the Company's. lendmg agreements.
The Trust and the Directors aré working towards agréements to reduce the’ nsk fo’ the- Company and the lenders
have confifmed that there is no intention to terminate the loan agreements.
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20. Reconclllatlon of loss before income tax to cash generated from operations
; 2020 2019
; : £'000 £'000
Loss before income tax (763) (549)
Decrease in provisions (150) (150)
Finance costs 13,235 12,843
Finance income (11,029) (11,244)
; 1,293 900
Decrease in trade and other receivables 2,811 2,118
Increase in trade and other payables , 1,887 862
Cash generated from operations ' 5,991 3,880
21. Cash and cash equivalents

Cash and cash equivalents compare cash and short term bank deposits with an original maturity of three months or
less.

Included within cash and cash equivalents is a bank account with Allied Irish Banks plc a former shareholder up
until 30 November 2017, with a balance of £69k (2019: £69k) at the year end. This amount is also included in
borrowings as it relates to interest owed.
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